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VALUING FOREIGN LOANS AND SECURITIES 
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Theodore N. Vail 
1845-1920 


Builder of the American 
Telephone & Telegraph 
Company 


“Full knowledge of the facts— 

Full understanding of every objective” 

—Theodore N. Vail 

These sound business principles brought 
success to the genius who created modern 
telephone service. His was a mind not satis- 
fied by great plans without the surest means 
of accomplishment. Mr. Vail’s ideas fore- 
shadowed the principles of Business Man- 
agement and Control. These are today more 


Kardex Institute 


Service important than was the development of 
1. General Business “Scientific Management”’ two decades ago. 
Advice (Bulletin) 
2. Management Meth- How to Use Facts 
3. Business Conditions Kardex Institute is an organization of business 
‘ (Bulletin) specialists who know that the right use of facts is 
as important as their possession. 
eae ee In its concise bulletins Kardex Institute gives 
tries (In _ special 
oe cases) you the trend of business conditions and also the 
stg 6. Personal Service (As advance in business management methods. In every 
requested) special case the direct advice of an expert is avail- 
able. 


For Mailing 
is invaluable to every executive and business man. 


KARDEX 
INSTITUTE 


Devoted Exclusively to Business Education and 


Research 
612 Kardex Bldg., 10 E. 44th St., New York City 
Toronto London Paris Berlin 


As Kardex Institute is by en- 

dowment made independent of 

profit the membership fee is 

fixed at the nominal sum of 
$10.00 yearly. 


In today’s competition the strongest concerns are 
Detach Coupon those who use the most effective ideas in Business 
Management and Control. Kardex Institute service 
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“Most | Profitable wae “2500 New Accounts a Month” 


99 
“Splendid records in speed have been “Our direct mail development of new Brings $51,605 New Deposits 
made by our Addressograph machine in and old accounts, made possible by the **We secured 504 new accounts, avetagin 
handling important emergency mailings— Addressograph, includes every depart- $100 each, as a result of Addvectenpanieead 
assuring most profitable returns. ment. The outcome of our effort was 1200 advertising. One out of 8 on our list of 
—Union Trust Co., Cleveland, Ohio. new accounts first week, 1000 second 4000 responded to our appeal.”’ 
week and 2500 at the end of first month.” —Charleston National Bank, 


—Hibernia Bank and Trust 
u ‘Oo. Charleston, W. Va. 


Saves Nearly $3000 a Year 


As to econ , Officials of Mercantile 
Trust Co., St. is, Mo., estimate that 
to address their list by typewriter, would 
take age! girls 514 days at a labor cost 
of $330. ith the Addressograph, it re- 
quires only one girl and 11 days time at a 
labor cost of annual saving of 
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The Editor's Indorsement 


HEREIN we engage in the agreeable 
business of writing our own indorse- 
ment, tossing gay bouquets the while at 
our perhaps not altogether undeserving self. 

Some time ago we dusted off our best 
platform manner and took it down to 
Cleveland to make a speech before the 
Financial Advertisers Association of that 
city. Mounting each and every one of our 
personal string of spirited hobbies, we rode 
and rode, and rode and had a splendid time. 
Among other things, we drew a picture of 
the Simpsons around the corner and set 
them up as an — for appealing 
advertising copy in these trying times when 
the margin between income and high cost 
of living seems so very difficult to contrive. 
The Simpsons do it and oh so much more 
on so very little salary compared with us. 
They’re buying their own home, for one 
thing. We're paying $100 rent—and for 
what? Besides, they always have money 
in the bank. Ours is mostly overdrafts. 
How in the world do they do it, anyway? 
They get so much out of life, and so easily, 
apparently. What is theirsystem? Please, 
somebody, tell us about the Simpsons on 

our books from inside their own homes. 
ell us their story of management, that 
we, too, may profit by it. 

As an idea it is nothing so tremendous, 
we agree, that it will go reverberating and 
ricocheting down the corridors of time. 
Nevertheless, we point with pardonable 
pride to a letter from Robert J. Izant, 
advertising manager of the Central National 
Bank of Cleveland. 

“TI have been intending to send you the 
current issue of “The Central’s Outline of 
Business’ ever since publication on the first, 
as I want especially to call your attention 
to a story entitled “The Man Next Door 
Retires from Business.’ 

“In this you will see something of your 
own idea, dropped while you were in Cleve- 
land, as well as a reflection of the picture 
cast in my mirror at home when it is turned 
on one of my neighbors. An actual story, 
the essence of which forms the basis of all 
thrift messages and about -which all of us 
struggle until we are blue in the face trying 
to promulgate and pattern after. 

““We are putting the story up in pamphlet 
form for counter distribution, as we have 
had several expressions which leads us to 
believe the story has merit.” 

He is a good story, ‘““The Man Next 
Door,” and merits reprinting in full: 


Here is an outline of business of the home. 

If you are given to speculation on how “the man next 
door’ does all he does on his salary; and, being denied 
the opportunity to make a searching investigation of 
his practices to enable you to follow likewise, the story 
of Winthrop Wright (as we shall call him) should be 
enlightening. 

All thrift messages, despite their varying forms, are 
based upon the Winthrop Wrights of the world. But 
it is rare when the facts of such a one as our Winthrop 
Wright, or ‘the man next door,’”’ come to light. 

Look at him on this July Fourth, or Independence 
Day. For him it is his Financial Independence Day 
at the age of 67. 

here is the moral—financial independence at 67. 

_Down in the country amid his flowers and beneath 
his century-old elms, you'll find him perhaps mopping 
his forehead and brushing back his white hair on a hot 
summer’s day, taking a brief respite from mowing a 
well-kept lawn. On inquiry he’ll inform you he’s in the 
business of being retired. 

June 30th he resigned his job with a city merchant, 
forever finished with arising every week-day morning 
to board the six o’clock train for the metropolis twenty- 
five miles away. 

Forty years ago, on arriving from England, he entered 
the employ of a large retail store, the same store from 
which he has just resigned as general manager. 

His salary never has been classed in that store, or 
others, asalargeone. Yet heand his family have always 
exhibited the virtues and enjoyed the good things of life 
as reflected by the typical “man next door.” 

How have they done it? 

Perhaps one of the habits of the Winthrop Wrights 
will explain this as well as any other. They are sys- 
tematic. 

At four o’clock every Sunday afternoon, winter or 
summer, if you are traveling along the countryside, 
you'll see the Winthrop Wrights out walking. They 
could just as well be riding in their six-cylinder car, but 
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they prefer the exercise of walking. The point is, it 
will be four o’clock when you see them leave their home. 
Not earlier. Nor later. But at four. In everything 
they do there is a method. They are punctual. 

in saving money. 

A definite portion of Mr. Wright’s salary, regardless 
of amount, always has been set aside under a plan of 
rigid discipline. And this will continue, although now 
the income is to be paid from interest on investments. 

The Wrights are not niggardly. 

Consider their larder, it is replenished systematically 
and amply by stock purchased in wholesale quantities. 
Their clothes presses disclose plenty and proper clothing, 
much of it abreast the latest style, but conservatively 
selected. There are good books in the Wright library, 
for amusement and education; the ideas from some on 
landscaping being duplicated on the Wright estate (only 
a good size city lot) in formal gardens, sunken gardens, 
vegetable and flower gardens, shrubbery and pergolas. 

Many a packing box or crate has been converted into 
a garden seat. And that is characteristic of the planning, 
likewise the frugality, of the Wrights. ‘ s 

It is due to this frugality, this systematizing, this 
conforming to self-imposed discipline that the Wrights 
have “gotten ahead’’—and that now make it possible 
for the head of the home to retire from business. And, 
withal, they have enjoyed accumulating the best things 
in life—but not everything, to be sure, in which their 
fancies have taken them. : 

Records such as these are being made by other 


Winthrop Wrights who are availing themselves of the 
services of institutions like the Central National Bank. 

‘Financial Independence,’ the booklet, explains 
how rigid discipline is being applied to depositors in 
our savings and investment departments. It is sent 
anywhere on request. 


wi his article this month analyzin 
the Chicago money market an 
recommending improvements which will 
increase its usefulness, Prof. Ivan Wright, 
of the University of Illinois, begins a 
series dealing with subjects of vital im- 
portance to world business, finance and 
economics. Later in this magazine he 
will discuss the effects of sterling par on 
American industry, financial problems of 
mutual interest between the United States 
and Japan, and the Philippines as a 
growing financial empire in the Pacific. 


"THE new Hellman Bank, Los Angeles, 
California (see cover), was designed by 
Schultze & Weaver. 
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This chart shows 
the increase in per 
cent of Miller Bonds 
sold to old custom- 
ers during the last 
five years of the 
company’s long ex- 
istence. 


1920 


1923 


Here is the Miller ‘“Life-line’”’ of 
satisfied customers 


“This year’s sales are far ahead of 
last year’s,” said our sales manager 
with pride. But if his information 
stopped there, his statement would be 
without full significance to us, our 
prospects and our customers. It would 
tell nothing about the true feelings of 
investors toward Miller Bonds. 

“What percentage of our sales in- 
crease was due to old customers?” we 
asked the sales manager. “Sixty-five 
per cent,” he answered, pointing to 
the Life-line Chart. ‘This line shows 
the way sales to old customers have 
grown. The man or woman who in- 
vests $1000 with us commonly returns 
to invest $10,000 or $15,000.” 

Here, indeed, is significant informa- 
tion for the experienced investor. 
This increased buying by old customers 
shows their satisfaction with Miller 
Bonds. It shows the success of our 
customers in building personal for- 
tunes, and their determination to con- 
tinue with the same satisfactory type 
of investment. It stands for absolute 


confidence in the Miller issues and in 
the Miller methods of dealing with 
customers. It is the highest compliment 
that can be paid the investment house! 
Yet increases in sales to old cus- 
tomers give but one important reason 
for you to consider Miller Bonds at 
this reinvestment period. Remember 
that while sales have grown, capital 
and surplus have also grown—on the 
average of 100 per cent each year. 


Each issue of Miller Bonds is secured 
by a first mortgage on an independently 
appraised hotel, apartment building or 
office structure. 


Interest up to 7 per cent. 
Normal federal income tax refunded. 
Various state taxes refunded or paid. 


Genuineness of each bond certified by 
a bank. 


Denominations, $100, $500, $1000. 
Bonds with an unconditional and inde- 


pendent guarantee of principal and 
interest available, if desired. 


It will pay you to find out more 
about current Miller Bond offerings 
now available. 


Write for Booklet 7902, describing Miller Bonds paying interest up to 7%. 


G.L. MILLER & CO. 


INCORPORATED 


30 East 42nd Street, New York City 
NO INVESTOR EVER LOST A DOLLAR IN 


MILLER BONDS 
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The Elements of Character, Capacity 
and Capital Applied to Foreign Securities 


| 
Wi 


HE American banker, whether he 

conducts his business in a country 

town or a metropolitan center, 
must shape his policies in accordance 
with the great economic and financial 
movements occurring in the United 
States and throughout the world with a 
greater intensity and rapidity than at 
any time in history. 

One of the most important of these 
movements has been the investment of 
funds abroad, or, as this phenomenon 
is techincally known in economics, “‘the 
export of capital.”’ Until the outbreak 
of the great war, the United States had 
been a debtor country, borrowing annu- 
ally from abroad millions of dollars to 
build railroads across the continent to 
develop the wheat lands of the Middle 
West and to operate the mines and 
ranches of the Far West. 

For these purposes we needed large 
sums and such borrowings would have 
continued for a long time, had not the 
World War absorbed the funds of our 
European creditors. They in turn were 
obliged to seek financial aid from the 
United States, which thus was forced 
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By GEORGE W. EDWARDS 
Economist, Bank of America, New York City 


Photos by Ewing Galloway 


to become a sort of involuntary credi- 


tor. From 1914 on, the United States 
poured forth billions of dollars, so that 
today the American government and 
American investors hold foreign obliga- 
tions to the extent of seventeen billion 
dollars. 

The existence of this enormous debt 
creates a variety of important public 
problems which are of vital interest to 
the American banker, and he as a 
citizen, should exercise his influence in 
aiding the nation to attain a correct 
solution of these questions. 


Should the Allied debts to the Ameri-’ 


can Government be cancelled in part or 
in full to bring about a restoration of 
normal international relations? Should 
the volume of foreign loans in the 
American money market be restricted 
in the interest of domestic borrowers 
who must necessarily pay high rates? 
Shall the government regulate the 


“Big Ben,”’ the Parliament. 

House Clock Tower, London,” 

the St. Gaudens statue of ’ 
Lincoln on the left 
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granting of foreign loans to the extent 
of sanctioning or prohibiting such ad- 
vances to foreign borrowers for reasons 
of international politics? To what ex- 
tent shall-the American Government 
proceed in protecting investments made 
in foreign countries? What changes 
must be made in the American tariff 
policy in the future to enable foreign 
debtors to discharge their obligations 
by sending us their goods? The solu- 
tion of these and many other questions 
arising out of the investment of our 
capital abroad will directly affect the 
American banker and so requires his 
close attention. 

This article will not treat of these 
larger public problems, but will be con- 
fined to a consideration of those factors 
that an American banker should ob- 
serve in analyzing a foreign security 
before he purchases it either for himself 
or for a customer. 

It is quite generally believed that 
foreign securities are held only by the 
large New York banks and by persons 
of wealth. This generalization no 
longer holds true, for foreign bonds 
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have now found 
their way into the 
portfolios of many 
interior banks and 
international se- 
curities are owned 
by numerous small 
investors. It has 
been estimated that 
the Austrian loan of 
$25,000,000 issued 
in 1923 was taken 
by 9,000 individual 
American investors 
while the Japanese 
Government issue 
of $150,000,000 in the following 
year was placed among 44,000 
separate holders. It is therefore neces- 
sary for the interior banker both in 
his own interest and that of his in- 
vesting customer to understand the 
factors governing the worth of in- 
dividual foreign investments. 

In general the factors which make 
for a sound credit risk are the same 
in investment as well as commercial 
banking, and hold true whether in the 
foreign or domestic field. In every case 
the three “C’s” in credit, namely, 
character capacity and capital, may 
well be applied. Character refers to 
the debtor’s willingness to pay, and so 
is the moral element in credit granting; 
capacity refers to his ability to pay, and 
capital to his actual means of payment. 
These three general factors form the 
basis of analyzing the credit standing 
of foreign borrowers, and adjudging 
the worth of their securities. 


"THE character or the willingness of 

a country or a corporation to honor 
its obligations may be judged by history. 
It is quite the general belief that losses 
through defaults and repudiations have 
in the past been héavier on foreign 
than on domestic in the sense of Ameri- 
can investments. As a matter of fact 
the amount of defaults in proportion 
to the total of foreign investments has 
been very small. They have, however, 
occurred in the case of some of the 
Central American republics and nota- 
bly in the case of Russia. These acts 
of dishonor have arisen out of either 


The ceremony of 
changing the Royal 
Guard every noon 
in front of the 
Riksdag,Stockholm 


economic or political influences. 
Thus. for example, the government of 
Brazil on August 1, 1914, found itself 
unable to pay the interest charge on 
its bonds because of the collapse in the 
price of crude rubber. The resulting 
business depression soon passed away 
and the government was again able to 
make good its obligations in full. This 
sequence of events has generally been 
true of defaults which have been eco- 
nomic in nature. 

Quite a different situation arises in 
the case of defaults due to political 
reasons. Thus, for example, when a 
government is overturned by revolu- 
tion, the new administration is usually 
reluctant to honor the obligations of 
its predecessor. This is well typified 
in the case of Russia where the Soviets 
do not recognize the debts contracted 
by the old monarchy. Hence it is of 
vital importance to ascertain the politi- 
cal stability of a country in the past. 
This stability, commonly enough, does 
not depend upon any particular form 
of government, for it frequently 
happens that a monarchy possesses a 
surer existence than a so-called republic. 
Many governments, both monarchical 
and republican in nature, have had an 
uninterrupted existence for many years, 
in some cases for centuries, and these 

have always respected their ob- 
ligations. The second basis of 
credit capacity refers to the ability 
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of the debtor to discharge its obliga- 
tions. In the case of a government 
this ability can be judged largely by 
its financial policy. Just as the ele- 
ment of character can be determined 
by reference to the concrete evidence 
on the pages of history, so the 
nations’ financial capacity can be 
measured by analyzing its budget. 
This is a definite statement of revenues 
and expenses, and from these facts one 
can tell whether a nation is squander- 
ing its resources in costly military es- 
tablishments or whether it possesses an 
adequate taxation system. When the 
unbalanced state of the budget brings 
out the fact that a nation is not paying 
its way out of current revenues, the 
value of its securitics are bound accord- 
ingly to be affected. 


"THERE is often a very close relation 
.™ between the state of public finance 
of a country and the value of its foreign 
exchange. When revenues fail to meet 
expenditures, this deficit is often over- 
come by resorting not to an increase 
in taxation but to the less heroic 
policy of issuing more money with 
which to meet the needs of the govern- 
ment. This increase in note circulation 
will in the long run depress the value 
of the nation’s currency and as a result 
its worth in terms of the exchanges of 
other countries will diminish. Thus a 
continuous decline in the foreign ex- 
change rate of a nation is frequently 
the symptom of weakness in its public 


finance and so becomes the sign of a | 


doubtful credit risk from the stand- 
point of capacity. 

The third element of credit, namely 
capital, refers to the resources which a 
nation possesses to meet its obligations. 
This factor is usually measured by the 
productive value of the country’s manu- 
facture, agriculture, and commerce. 
The goods turned out by its factories 
and mills, the products of its soil, and 
the revenues derived from its merchants 
and bankers all should be considered 
in determining its position as a credit 
risk. 

Here again the foreign creditor may 
obtain actual data from which he can 
derive an accurate appraisal of the 
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prospective debtor’s capital position. 
This third basis of capital resource 
may be determined by the balance in 
payments of the particular nation 
under consideration; this statement 
shows clearly the amounts owing by 
and the receipts coming to the business 
and governmental interests of the 
country. From this statement one 
can tell whether or not the nation’s 
balance of trade is favorable and to 
what extent imports are being paid for 
out of exports. A negative trade 
balance in itself is not necessarily an 
unsatisfactory condition, for this excess 
of purchase of goods over sales may be 
overcome through performing for other 
countries such services as carrying 
freight, undertaking insurance risks or 
conducting banking operations, all of 
which may bring in large returns. The 
capital item in the balance of trade 
when traced over a 
period of years may 
disclose the fact that 
a nation as a whole 
may actually be on a 
non-paying basis, and 
may really be financ- 
ing its imports by 
heavy borrowings from 


abroad. Such a policy in the long run | 


is bound to result in the accumulation 
in large foreign indebtednesses which 
are difficult to meet. 


‘THs the American banker in ap- 

praising the value of a security of a 
foreign government has at his disposal 
certain definite indices. In summary 
he is able to judge the character of the 
borrowing nation from the pages of its 
history, its capacity may be ascertained 
from the state of the budget or the 
movement of its currency, and finally 
its balance of payments reveals the 


' earning power of the capital resources. 


There is one final test which a good 
banker applies in the granting of 
credit. He is always insistent that 
a loan that he grants shall possess 
liquidity, and provide the means of self- 
extinguishment. He knows too well 
from experience that loans that lack this 


essential element of liquidity are un- 
safe. 


The American banker should : 


therefore assure himself that his foreign 
bonds are part of an issue whose pro- 
ceeds are being applied to a productive 
purpose. A loan which is being de- 
voted to the buying of raw materials 
for manufacture into finished goods, or 
a loan for obtaining equipment and 
supplies to develop railway facilities 
are good examples for productive cred- 


_ its. Where loans are floated solely for 


the purpose of subsidizing military 
aggression against neighboring coun- 
tries or for maintaining a large force of 
useless officeholders, the element of 
liquidity is necessarily lacking. The 
question is sometimes raised whether a 
loan possess a productive purpose when 
the proceeds are applied to the bal- 
ancing of the government’s budget or 
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the stabilization of the country’s foreign 
exchange. These ends can sometimes 
be attained only by means of foreign 
financial assistance, particularly when 
the current assets of the country are 
temporarily at a low ebb. However, 
loans applied to these purposes can be 
considered as productive in nature only 
when the government at the same time 
enters upon a policy of reforming its 
public finance and currency with a view 
of correcting the fundamental economic 
evils. 


[N GENERAL, foreign securities may 

be classified along the same principles 
that distinguish the various kinds of 
domestic issues. There are, however, 
certain peculiar characteristics of these 
classes of foreign securities that should 
be carefully noted. As American inves- 
tors hold mainly foreign government 
securities, consideration will be con- 
fined to this type alone. First it is 
important to ascertain whether the 
(Continued on page 30) 
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T 8:52 A.M. there came a heavy, 
persistent knocking at the locked 
front door of the Farmers’ Na- 

tional Bank of Dauberville. Across 
the glass of this door at some time in 
he’ distant past, an itinérant sign- 
paintefhad etched in bold gilt letters 
“Banking:Hours 9:00 A.M. to 3 P.M.,” 
‘and fd years thereafter not even Doc 
village chiropractor and 
bank’s largest depositor, would 
hive dared question the authenticity 
of the statement by rattling the door 
before nine o’clock in the morning. 

Then there came a new regime in the 
Farmers’ National. Magnus Bentover, 
apostle of Service, was elected cashier, 
and not long afterward there was added 
to the sign on the door, in even bolder 
and brighter letters, the words ““Always 
At Your Service.” Since which time 
good customers of the bank had come 
to regard the afterthought as a nul- 
lification of the original proposition, 
and as we shall see, it was not in the 
nature and creed of Magnus to set 
them straight. 

Joe Tullis, the colored janitor, could 
not read, and therefore did not know 
what sentiment was spelled by the 
glittering words on the door, but he 
did know the wishes of Magnus with 
regard to heavy depositors who rattled 
the door before nine in the morning, 
so he hurried to the front of the build- 
ing, unlatched the lock, and stood 
aside with a low bow to admit the 
portly frame of James D. Spoopendyke, 
whose balance entitled him to do his 
banking with the Farmers’ National at 
7:30 if he so desired. 

The languid force immediately gal- 
vanized into activity. The tellers 
rushed to their pigeonholes and clicked 
their heels together like so many 
barbers greeting the arrival of a shaggy 
customer. Cashier Bentover swung 
around in his chair and the set smile 
with which he met his daily clients 
fixed itself upon his face. 

“Good morning, Mr. Spoopendyke. 
— weather we’re having, isn’t 
‘it 

, “Too dam hot,” grunted James D. 

“Yes, that’s right. It is rather 
unpleasantly warm.” 

Magnus would have made a model 


BANKING 


PROFESSION? 
by Koscot Macy i 


THE BURROUGHS 


SERVICE TELLER 


hotel clerk, or ies 
hecould have 
sold mile after == 
mile of ribbon 
in a depart- 
ment store—it 
was his ardent 
contention 
that “‘the cus- 
tomer is al- 
ways right.” He was 

undeniably of the new 

school; a worshiper at 

ihe shrine of service. 

One of his earliest innovations 
had been to install an assembly 
room on the second floor of 
the bank building, placing 800 
square feet of valuable office 
space at the constant disposal 
of local town and farm organ- 
izations free of charge. Public rest 
rooms were crowded into other valuable 
space about the building. By skillful 
advertising, he had educated the public 
of Dauberville to “pay by check and 
get a receipt; we'll keep the books,” 


with the result that 20 per cent of the 


individual depositors maintained aver- 
age balances of $50 or better; the 
remaining 80 per cent got most of the 
receipts. 


WHILE the first teller was yes-sirring 

Mr. Spoopendyke out of a deposit, 
astranger entered thelobby. Glancing 
at the nameplate over the cashier’s 
desk, he accosted Magnus. 

“My name is Samuel Eversole. I 
have just moved to Dauberville, and 
I wish to deposit five thousand dollars 
on a six months’ certificate. I am from 
the West, and am accustomed to 
receiving 5 per cent interest. Is that 
satisfactory?” 

The cashier’s smile became almost 
human. This was the sort of situation 
he loved to face, and his beloved 
“Service” rarely failed to unlock the 
door to the depositor’ s heart and 
pocket-book. 

‘Welcome to Dauberville, Mr. Ever- 
sole. I trust we shall have the op- 
portunity to serve you often in banking 
matters. However, our rate on time 
deposits is 4 per cent, and we cannot 
afford to pay more. To do so would be 
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unsound banking, and would merit 
the loss of your confidence. On the 
other hand, as a depositor with the 
Farmers’ National, you would be 
entitled to all of the many services 
which we render our customers free of 
charge. The quality of our service is 
not excelled anywhere.” 

‘**To what services do you refer, Mr. 
Bentover?”’ 

“Well, the list is a long one, and 
growing every day. To mention only 
a few items, we write drafts and 
travelers’ checks for our customers 
free of charge. Our notaries make out 
applications for automobile, hunting, 
dog registration, and chauffeur’s 
licenses, also free. We have an expert 
to assist our customers with income 
tax reports, another to draw up their 
wills. We make out leases, deeds, 
mortgages, and other simple legal 
forms. We pay your taxes when due, 
notifying you of the amount so paid. 
If you are a farmer, and hold a public 
sale, we will furnish the clerk, expecting 
you, of course, to leave the proceeds 
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CLEARING HOUSE 


on deposit with us until needed. Such 
deposits are often left with us for a 
substantial period, although often they 
are checked out at once. A stenog- 
rapher is always at the service of our 
customers, to care for such correspond- 
ence as you may wish to dispose of 
while in the bank.”” (He might have 
added that she was also at the service 
of friends of customers, customers of 
customers, prospective customers, their 
relatives and friends, and so on down 
the line.) ‘These little services, as I 
say, are all performed free 


Of course you understand, gentle 


banker-reader, that the foregoing is 
but an imaginary conversation, but it 
is not so badly overdrawn, at that. 
Has it not already occurred to you that 


we country bankers—city bankers, 
too, in somewhat less degree —have 
traveled a long way from the original 
ideas of banking? Where shall we 
stop? We are informed that our 
moneyed ancestors actually paid for the 
privilege of entrusting their funds to 
the strong-box of a sagacious money- 


Nine 


thing as “free” service. Ultimately 
someone has to pay the bill, whether 
it be the borrower in the form of 
exorbitant interest, the heavy deposi- 
tors in the form of reduced interest on 
their time deposits, the stockholders 
who have it taken out of their divi- 
dends, or employees who receive less 
than they earn. Whoever the pay- 
master may be in any particular case, 
he probably does not yet realize his 
status; sooner or later it will be brought 
to his attention that he is paying for 
something he does not re- 


of charge, and so are many —= 


others which I have not 
mentioned. Of course, we 
accept all items for deposit 
at par, with immediate avail- 
ability.” 

“And how large a balance 
must I keep, to entitle me 
to all these services?” 

“Oh, we do not attempt 


The Schedule of Charges 
(Adopted) 


NEWTON, IOWA, May 15th, 1925. 
To The Jasper County Bankers Association:- 
Your committee ap 


inted to work out a uniform 
charge for the banks of the County beg leave to submit 
the following report and recommendation. 


ceive, and then the offend- 
ing bank may look for 
trouble. And remember 
always that it is a far easier 
matter to add to the free 
service list than it is to 
withdraw a privilege once 
it has been made a matter 
| of custom. 


=a The practice of paying 
to draw any lines in that Cont higher the 
respect. We might do an Taking of acknowledgements... 25¢ each of interest on deposits has 
injustice toa small customer Drawing leases, deeds, mortgages, etc... $1.00 each long been regarded as a 
who later would grow to be Collecting taxes for County Treasurer..............25¢ each danger signal to depositors. 


a large depositor. In fact, 
our service is not actually 
restricted to customers, in 


Assisting in making income tax reports...$1.00 per hour 


Minimum charge $1.00) 


If depositors do not recog- 
nize the signal, the bank 


C Collections... (Minimum charge of 25¢ up to $100.00 may gain in time deposits 
practice, for many who do above that amount 10¢ per hundred) temporarily, but the day of 
not now patronize us may Clerking Sales... 1% minimum charge $10.00 reckoning is inevitable. 


be so impressed at receiving 
these small accommodations 
as to transfer their accounts 
to us at a later date.” 
“This interests me very 
much, Mr. Bentover. It 
occurs to me to wonder just 
how far you carry this idea 
of service. For instance, I 
find that the house into 
which I have moved was not 


Answering requests for credit ratings 
Safety Deposit Boxes...Minimum charge $1.00 per year 
Minimum charge on loans. 
Customers endorsing stamps 
Interest on all time deposits 


No interest less than six months, even months above 6 
months up to 12 but no interest after one year. 


Do not allow checking on Savings Accounts. 


checking accounts to in- 
crease their interest-bearing | 
deposits; if the lending rate 
is increased in line with the 
4% deposit rate, the good bor- 
rowers will desert to other 
banks, leaving only those 
who are glad to obtain a 
loan on any terms, while 


| Customers will rob their 


inspected by my agents, 

and the plumbing has developed some 
defects. Are you a handy man about 
the house, Mr. Bentover? If so, I 
wonder if you —or perhaps some other 
officer of your bank—could be pre- 
vailed upon to come in some evening 
and repair it. Just as an accommo- 
dation to a possible depositor, you 
know.” 

“Er—er—well —” 
cashier. 

“‘Never mind an old man’s joke, Mr. 
Bentover. But here’s the point: It 
happens that I should seldom and 
possibly never have occasion to avail 
myself of any of the services you 
mention. If I should care to do as you 
suggest, I do not believe I should have 
any trouble in helping myself to, say, 
fifty dollar’s worth of free service from 
your counter within six months. The 
difference in the rate of interest we were 
discussing would amount to half that 
amount in the same period. Do you 
still feel that it would be unsound 
banking to pay 5 per cent on my 
deposit? You do? Very well. Good 
day, sir.” 


stammered the 


lender, in order to place those funds 
out of the reach of thieves and rascals. 
In those days, banking must indeed 
have been a dignified —and lucrative — 
profession. It still is, for that matter, 
but is it not true that the profession as 
practiced by us fellows out here in the 
sticks is daily losing some of its dignity 
and much of its earning power to this 
fetish of Service? 


PROBABLY no one, and certainly not 

the writer of this article, would at- 
tempt to deny the value of a spirit of 
genuine courtesy’ and accommodation 
in the attitude of a bank toward its 
customers. On the other hand, it 
must be admitted that we must draw 
the line somewhere. We cannot tie 
our customer’s cravat every morning, 
and press his pants after he retires for 
the night. It is the contention here 
that a great many banks have already 
unwittingly crossed that line, and are 
regularly rendering more gratuitous 
service than they can afford. 

Let every banker first get it clear in 
his mind that there is really no such 


if the rate to borrowers is 
not increased, the bank will 
soon become unprofitable, and the 
stockholders will force a change in 
management or policy. 

The practice of offering too much 
free service as an inducement to 
depositors is directly analogous, and 
in time it will come to have the same 
“danger signal” aspect to customers. 
When that time is reached, those who 
pay for the “free” service, whether it 
be the borrowers, depositors, em- 
ployees, or stockholders, will register 
their protest with an emphasis that 
will be felt by those responsible for 
the inauguration of the policy. 

Another aspect of this problem 
which is usually ignored by the well- 
meaning banker lies in the fact that 
every addition he makes to his own 
list of free services offered to his 
customers is after all only a boomerang. 
It may strike his struggling competitor 
across the way, but eventually it will 
come back, probably when he has 
forgotten it, and “knock him cold” 
until he can think up some other 
ingenious service feature and start it 
on its way again. 

(Continued on page 48) 
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THE BURROUGHS 


About the Chicago Money Market 


Some of the Characteristics Distinct From Any Other Money 
: Market in the World and What the Chicago Market Needs 


HE money market of Chicago has 

characteristics distinct from any 

other money market in the world. 
In addition the undeveloped opportu- 
nities in the Chicago market are perhaps 
unequalled in any other financial 
center. The reasons for these con- 
ditions are the interior position of the 
Chicago market, the agricultural and 
industrial geography and the self-made, 
pioneer evolution of the money market 
to meet environmental needs. It will Laon 
not be possible to trace the history of L. 2 
the factors in the make-up of the = 
Chicago money market, or even to give 
a complete account of any one of themin 
this short article but some brief sketches 
of a few of the factors seem necessary 
for an understanding of the problems. 


By IVAN WRIGHT 
Department of Economics, University of Illinois 


Chicago Banks 


Among the principal factors in any 
money market are the bank resources. 
Chicago banks have set records in 
developing capacity to meet conditions 
and needs. The best way to present 
briefly a picture of the growth of 
Chicago banks is to indicate by sta- 
tistical history the increase in loans 
and deposits since 1916. 


Loans and Deposits of the National Banks 


in Chicago 
Loans Deposits 
1924 $632,214,870 $885,684,796 
1923 588,285,019 840,763,499 
1922 611,536,682 722,137,920 
1921 738,336,172 818,891,870 
1920 579,130,875 884,284,634 
1919 546,228,261 696,642,193 
1918 476,567,908 668,285,650 
1917 449,563,443 649,245,718 
1916 360,841,553 533,096,902 


The ceremony of opening 
the cotton pit on the 
Chicago Board of Trade 


._Loans and Deposits of State Banks 
. December 1, 1924 


in Chicago 
Loans Deposits 


1924 $856,522,449 $1,221,317,049 
1923 788,759,810 1,172,826,570 
1922 768,198,176 1,010,309,475 
1921 830,065,060 1,009,382,935 
1920 652,312,363 896,702,148 Fig. 1. Position of the Banks 
1919 499,54 1,226 686,385,444 Loans and Total Cash Savings 
1918 482,756,970 699,566,335 D . 8 
1917 451 232 296 686 229 925 Deposits Resources Deposits 
ational Banks 22,449,000 $ 916,370,000 $ 271,969,000 53,449,000 
1916 370,567,700 581,490,735 State Banks 1,011,537,000 1,567,668.000 307.772;000 587,433,000 
These statistics of loans and deposits 
demonstrate the steady growth of the 
Chicago banking business. It is par- 
ticularly noticeable that the increase in 
loans and deposits of the state banks Fig. 2. Chicago Bank Clearings, 1910-1924 
has exceeded that of the national 1920 32,669,000,000 
. 3,926,000, 20,542,000,000 1921 25,975,000,000 
or is $ : e state S 1913 16,073,000,000 1918 25,930,000,000 1923 31,113,000,000 
may have been more active; they may 1914 15,693,000,000 1919 29,686,000,000 1924 31,654,000,000 
be less conservative or there may be 
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CLEARING HOUSE 


advantages which state banks have 
over national banks. Both classes of 
banks, however, have mutual interests 
and advantages to gain by developing 
Chicago’s money market for the Middle- 
West until no money market can offer 
better services. 

At the Comptroller’s call April 6, 


1925, the position of the Chicago banks 
stood as shown in Fig. 1. 

The total cash resources on this day 
were more than $579,000,000 and the 
savings deposits more than $540,000,- 
000. Savings deposits and ready cash 
totaled more than $1,100,000,000. 
The strong position of the Chicago 
banks is shown by the ready cash which 
was equal to more than one-third of the 
total loans and discounts. Chicago 
banks have adequate resources to 


When the president of 

the Board, the members 

crowded into the pit, 
bought the first bale 


Fig. 3. Comparative Statement of Condition 
Dec. 31 Dec. 31 Dec. 30 

RESOURCES 1924 1923 1922 
Total gold reserves $367,376,000 $545,104,000 $540,549,000 
Total reserves 382,952,000 553.390,000 562,253,000 
Total bills discounted 37,824,000 95,334,000 73,871,000 
Total U. S. Gov’t. Securities 80,370,000 10,757,000 62,833,000 
Total earning assets 152,970,000 148,528,000 151,269,000 
Total resources 636,431,000 784,373,000 821,702,000 

LIABILITIES 
Federal Res. notes in circulation $196,529,000 $106,901,000 $420,506,000 
Total deposits 320,184,000 272,009,000 286,854,000 
Total liabilities 636,431,000 784,373,000 821,702,000 
Ratio of total reserves to deposits 
and Federal Reserve note liabilities 
combined 74.1% 81.5% 79.5% 


Eleven 


handle a much larger volume of busi- 
ness than the present requirements. 
In other words, the Chicago market 
has ample reserves for large expansion 
and at the same time remains thor- 
oughly prepared to take care of all 
possible emergencies (Fig. 2). 


Growth of Chicago Market 


The rapid expansion of the Chicago 
money market activities may be in- 
dicated somewhat by the increased 
bank clearings. 

The steady growth of Chicago bank 
clearings from less than $14,000,000,000 
in 1910 to almost $32,000,000,000 in 
1924 indicates the expanding demands 
made upon the Chicago banks as 
evidenced by the checks passing through 
the clearing house. 

The peak year for Chicago clearings 
was 1920 when they totaled more than 
32% billions. The next year the clear- 
ings declined to less than 26 billions 
but the rebound in clearings which has 
been continuous, and exceeded 31% 
billions in 1924, indicates permanent 
growth and dissipates the idea that 
the expansion in recent years was the 
result only of abnormal conditions. 

The clearings of the Federal Reserve 
Bank of Chicago add increased evidence 
of the growth in the use of the services 
of the Chicago money market. 

Total clearings of the Federal Re- 
serve Bank of Chicago were $13,995,- 
625,000 in 1921; $14,608.408 000 in 
1922; $23,074,243,000 in 1923; and 
$29,280,863,000 in 1924. 

The increase in the clearings through 
the Federal Reserve Bank is far in 
excess of that of the clearing house. 
This is of particular interest because 
during these years the earnings of the 
Federal Reserve Bank have _ been 
decreasing, but the use of the facilities 
of this service institution has been 
rapidly growing. Another item which 
indicates the services of the Federal 
Reserve facilities to the money market 
and the community is the wire trans- 
fers aggregating $18,833,433,000 in 
1924 compared with $15,588,668,000 
the preceding year. 

Despite the adjustment of the re- 
sources of the Federal Reserve Bank 
to peace time conditions it will continue 
to remain the center of the money 
market. A summary of the conditions 
of the Reserve bank for the past three 
years is shown in table (Fig. 3). 

The declining resources of the Fed- 
eral Reserve bank with increased 
clearings and other services are only 
natural adjustments of the Reserve 
bank’s position to the business con- 
ditions of the district since the war. 
There is a growing appreciation among 
bankers and business men of the 
functions and services of the Federal 
Reserve Bank. As the position of the 
member banks has improved, the need 
for rediscounting paper has declined 

(Continued on page 36) 
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THE BURROUGHS 


Ways the Credit Department 


The Well-organized Department, Its Duties and Methods of 
Extending Credit Lines, the Bank’s Main Source: of Profit 


HE duty of the credit department 

of a bank is to determine all 
pertinent facts so that the loaning 
officer or loaning committee may 
approve or disapprove a credit appli- 
cation correctly with the least delay. 
The credit department is responsible 


for securing financial statements from 


borrowers and prospective borrowers, 
and~comparing and studying the 
figures. It should make such in- 
vestigation as may be necessary so 
that the honesty, the ability, the 
prospects and the financial standing of 
the credit applicant may be determined 
and it must summarize and file this 
information so that it is readily avail- 
able. 

With an efficient credit department 
at his service, the loaning officer can 
act with confidence. He can be certain 
that, within reason, all factors that 
might have a favorable or unfavorable 
bearing on the extension of credit have 
been investigated and the findings so 
summarized and emphasized that. the 
danger of overlooking any vital point 
is reduced to a minimum. 

The work of the credit department 
is primarily with open credit loans to 
business concerns. 

The first banking test of whether a 


By FRANK LOOMIS BEACH 


Assistant Cashier, Hibernia Commercial & 
Savings Bank, Portland, Ore. 


particular open loan should be made is: 
“Can the borrower in the ordinary 
course of his business pay the obliga- 
tion within a reasonable time?” <A 
reasonable time may be as long as a 
year or as short as thirty or ninety 
days. If this question is answered 
“‘ves,” the next factor is: “If con- 
ditions arise which wipe out this ability 
to liquidate without strain, is there 
sufficient protection so that the bank 
will not sustain a loss?” The third 
consideration is: “‘Does the account 
promise to be profitable to the bank?” 

There is no reason for a bank to 
take on business without a fair margin 
of profit. Profit is earned both from 
the interest paid by the borrower and 
from the balances maintained. If 
these direct sources do not produce 
sufficient income to cover the risk and 
the handling expense, the account, 
unprofitable in itself, may bring in 
other business that is profitable. In 
some way, every account should 
ultimately pay its way, plus a margin. 
An apparent profit may be wiped out 
by the heavy float in a checking ac- 


count; by the large number of checks 
issued and the consequent expense of 
bookkeeping; by discounting small 
acceptances which require much clerical 
detail; or by troublesome features such 
as the issuance of N. S. F. checks, 
failure to arrange for the payment of 
a note at its maturity or other factors 
that call for more than the ordinary 
amount of attention from the bank’s 
officers or employees. 

The credit department after having 
weighed all factors, makes, in some 
banks, a specific recommendation to 
the loaning committee as to the action 
the bank should take. In other banks, 
no recommendation is made, but the 
factors are set forth and permitted to 
speak for themselves. Banks that re- 
quire the credit department to make 
a specific recommendation, feel that it 
brings the report to a focus and puts 
the department definitely on record. 

These credit duties may be the part- 
time work of an executive officer or 
they may require a department with 
a credit manager, several assistants, 
and a considerable force of investi- 
gators, analysis clerks, file clerks, and 
stenographers, and possibly a. sta- 
tistical branch. 

There should be a separate folder for 

each important borrower, 


containing the statements 
he has submitted to the 
bank during the years, an 
outline of the credit de- 


partment’s investigations, 


and all clippings or reports 


that may have a bearing 


on the case. It is cus- 


tomary to maintain an 
average balance card which 
indicates the value of the 


borrower’s checking ac- 


1 1 
mane SSETS 
NEW LOANS 
Case 
Advances tor Mase oad 
Bis Recewanie 
Accounts Recerwabie Offering 
Due from Subsidiaries or Branches for Mase. + 
Merchand:se. finished Amount, 
Merchandse, unfinisne Endorser__ 
Raw Materia! + Collateral 
Listed Stocks and Bond: 
Total Quick Assets ia 
Uniisted Stocks and Bonds 
Rest Estate and Piant } — Total 
Machinery, and Fixtures: 
Accommodation 
Autos, Trucks Present Line of 
ond interest 
Due from Officers of Stocknotders. | 
Treasury Stock 
Patents, Gooo Authorized Line____ Total Loans. 
Present Balance, $ Average Balance, $ 
TOTAL ASSETS Se 


Payable for Merchandwe 


LIABILITIES 


RECOMMENDATION OF OFFICERS 


Payadie for Borrowed Money 


+ 


For | Against 


Accounts 


unpad 


+ 
Bond interest ang Tases 


Deposits of Money with us | 


Current 


Bonded Dent 


Mortgages or Liens on Rea! Estate 


Caratte! Mortgages 


TOTAL LIABILITIES 


Stocs Common 


Caprtat Stoce Preferred 


TOTAL 


count to the bank. There 


a is usually a separate file for 


REMARKS 


these cards to facilitate 
a posting and to confine the 
handling of the credit 
folders to a minimum num- 
ber of clerks. A record of 
the average loan or of the 
high and low loan, possibly 
by months, may be added 
— to this card. 

On a new name, the ap- 


| 
| 


plication is usually directed 
or referred to the loaning 


The Illinois Merchants Trust Company, Chicago, has its comparative form (1) printed on card stock 9 x 11% 
inches, large enough to permit the figures from nine annual statements to be placed in parallel columns. The 


other side provides a month by month record of average balances and of loans 


The First National Bank of Pittsburgh provides blanks (2) on which the action of the board on each loan ap- 


plication or renewal may be formally recorded 


officer identified with that 
type of account. The tend- 
ency in grouping loaning 
officers is to assign one 
man to a specific type of 
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business such as cotton loans, shoe 
manufacturers or the like. Or, the 
division may be geographical, or ac- 
cording to the size of the loan, or 
in accordance with the convenience 
of the moment when the applica- 
tion is filed. The loaning officer, after 
a brief “sizing up,” refers the case 
to the credit department. It is de- 
sirable for the credit man to have a 
personal talk with the applicant. He 
may be called in as a third party to 
the conversation at the time the re- 
quest is made, provided his desk is 
conveniently near the loaning 


matter is the ability to make money — 
and such ability is best measured by 
the record of profit and loss. 

It has been found an excellent 
practice to obtain figures back over 
several years so that they may be 
summarized in comparative form to 
reveal the trend of the business. For 
such comparisons, practically all city 
credit departments have a form which 
provides space for placing the figures 
in parallel columns over a five or six 
year period or longer. To avoid 
seasonal fluctuations, the balance sheets 


Thirteen 


checkings, in many cases would not 
otherwise be suspected. There is a 
considerable class of intentional op- 
timists who hate to list a liability. A 
bank investigator for this work should 
be a trained accountant so familiar 
with many bookkeeping systems that 
he knows how to get the story the 
customer’s books tell; and above all 
he should have poise and tact. The 
company’s own books should be gone 
over to see that they are in accord with 
the figures submitted to the bank. The 
profit and loss and surplus accounts 
should be examined, the ac- 


oflicer. Then the applicant is 3 counts receivable should be 
turned over to him for more ae i ’ inspected sufficiently to war- 
detailed questioning. After rant an opinion as to their 
completing his investigation, = liquidity and a record should 
the credit man submits a aa renee _ be made of the larger ac- 
written report with which counts payable so that the 
information the committee sources mercantile credit men con- 
makes its decision. This <E epeataene cerned may be consulted. 
formal process is not neces- | 
sary every time a note is 30. — AN IMPRESSION should 
discounted, but only when be formed as to whether 
taking up an original request permis arene emer accounting methods are com- 
or setting lines of credit. ‘SSAA NERA — _ plete and exact and as to 
In big banks and small, erscuumes |__| whether the books can be de- 
a signed balance sheet, in pended upon. A comparison 
practically every case, is re- om between the amount shown on 
quested from applicants for the accounts payable ledger 
open credit loans. It is cus- 100 - and what the creditors them- 
tomary to have this statement a ee selves state may furnish a 
made out on the  bank’s clue. The bank ordinarily 
Also, the better conducted an audit. All that can be 
credit departments are ob- UNDIVIDED SURPLUS (Sex Poot) done on such a visit is to 


taining wherever possible brief 
income and expense figures. 
Net profit shown by such 
figures is reconciled by the customer 
on the form with the net worth shown 
in the statement of assets and liabili- 
ties at the start of the year and that 
shown in the statement at the close of 
the year. These profit and loss figures, 
and particularly the reconcilement, are 
regarded generally by accountants and 
credit men who employ them as of 
equal if not more value than the 
balance sheet. A customer who is 
making money, going ahead, is usually 
a good credit risk. On the other hand, 
the business that is going down hill is 
seldom desirable no matter how much 
invested capital it may have today. 
Profit or lack of profit, of course, has 
to be considered in relation to sur- 
rounding circumstances and a decision 
made as to whether the earnings or 
losses shown are permanent or tempo- 
rary. 


HE reconcilement of the surplus 

account gives in itself valuable infor- 
mation as to dividend payments and 
withdrawals or additions of capital 
and makes more difficult the sub- 
mission of a “forced” balance sheet. 
Statements of assets and liabilities have 
been much emphasized in credit work 
and are important, but the crux of the 


Fig. 3. Cleveland banks and many institutions in other cities use the 
forms of the Cleveland Clearing House which provide for profit and loss 
figures and for the reconciling of these figures with the balance sheet 


should be as of the same day in each 
year. This comparison sheet, carefully 
studied, tells an important story. The 
change in the total accounts receivable 
or the total amount at which the plant 
and fixtures are carried and the cor- 
responding comparisons of the other 
items, supply clue to the character of 
the business and of the records. One 
of the not uncommon discoveries is 
that the plant has been arbitrarily 
written up or depreciation deliberately 
omitted, in order to cover up an operat- 
ing loss. The value of any such com- 
parison, or, in fact, any study of the 
borrower’s statement, depends pri- 
marily on whether or not the submitted 
figures are correct. 

As a check on the accuracy of the 
figures and to gain an impression as to 
the character of the business and the 
efficiency of the management, it is 
desirable for a representative of the 
credit department to visit the place 
of business. Some of the best managed 
credit departments visit every new 
loaning account. A policy of visiting 
every account avoids the implication 
that the figures of any individual are 
being questioned, and besides, that 
policy yields facts that, even with a 
study of balance sheets and trade 


make certain that the state- 
ment submitted to the bank 
agrees with the borrower's 
own books and that nothing appears 
out of line. 

A quick check that is often found 
valuable, is to go over the retained 
copies of the tax return. On his income 
tax return the applicant is working 
from a different angle than for his 
statement to the bank and the ex- 
aminer can usually be certain that the 
net income is not being overstated. 
This rule applies only when the net 
income is above the exemption point. 
The tax returns require balance sheets 
that must tie in with the income 
claimed thereon. 

Merchandise is the most difficult 
item for the investigator to check. On 
businesses that are not too large he 
should take a quick look over the 
shelves and through the plant. Where 
he has had experience in such esti- 
mating, it is possible to form something 
of an idea of the amount of goods 
carried. A request may be made to 
see inventory sheets, but the tax 
return, if a material amount of tax 
is being paid, is probably the best 
guide, because few concerns wish to 
increase their merchandise account 
unduly when they have to pay 12% 
per cent to do so. This check, of 
course, is only against unwarranted 
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optimism. Submission of incorrect 
figures may be due to failure to under- 
stand accounting principles or to 
faulty arithmetic. 

Personal visits to the place of busi- 
ness cannot be neglected with safety. 

A certified public accountant’s audit 
removes the necessity for checking the 
books, and being much more complete, 
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Fig. 4. Form used by the credit department of 
the Citizens and Southern Bank of Atlanta in 
reporting to the loaning committee 
is most desirable. A visit to the plant 
and a personal impression of the organi- 
zation is still helpful and, particularly 
where the visitor is an officer of the 
bank, is generally much appreciated 

and helps to hold business. 

Consultation with mercantile credit 
men who are extending a fairly large 
line will be found to be helpful. It 
must be borne in mind, of course, that a 
mercantile house can safely extend 
credit that a bank can not. A 15 per 
cent profit justifies taking a chance 
which would not be justified on a 6 
per cent per annum loan. 


ACASH budget is distinctly helpful in 
setting the suitable line of credit. 
Normally this budget should cover a 
year by months, show the estimated 
sales, cash receipts, cash expenditures 
and cash deficit, if any. This cash 
deficit will have to be covered by 
borrowing and the amount should be 
accumulated from month to month, 
showing the peak and the probable 
rate of reduction. Any budget is, of 
course, an estimate, but lines of credit 
set after due consideration of such a 
budget, are more likely to work out 
than those based merely on _ the 
customer’s random guess. A line of 
credit that will not carry the borrower 
through his season is worse than none. 
The bank once in, ordinarily must see 
him through. 
In considering new lines, an estab- 
lished and well-defined loan policy is 


helpful. This policy of the bank should 
define how small a loan it will make, 
what types of collateral are acceptable 
and unacceptable, what requirements 
must be met for open credit, what lines 
of business will not be considered, and 
so on. 

Mercantile agency reports on new 
customers are obtained by practically 
all large banks. A follow-up should be 
maintained, particularly where a prom- 
ise of a more up-to-date report has 
been made. If the agencies have a 
record that the bank is interested, 
they will notify when suits or mort- 
gages are filed or other unfavorable 
data develops. 

Every risk, except where the margin 
of net worth is wide, should be checked 
to see that the bank will be protected 
in case of fire, in case a judgment for 
personal damages should be obtained 
against the borrower, or in case the 
individual, or (if it’s a corporation) 
the main executive, should die. From 
the banking angle, there should be 
enough fire insurance so that the bank 
can be paid up after a fire disastrous 
enough otherwise to cripple the busi- 
ness. In some cases the bank may 
decide that it would not be satis- 
factorily protected unless the insurance 
policies are assigned to it. Without an 
assignment there might be a long and 
unsatisfactory period of liquidation 
before the loan could be cleaned up. 
The need of insurance from the credit 
viewpoint is the greatest where the 
net worth of the borrower is small. 

Liability insurance is becoming of 
increasing importance with the wide- 
spread use of automobiles and the ever 
potential possibility of large personal 
damage verdicts. A small business, 
unless protected by insurance, 


THE BURROUGHS 


average loan. An analysis: based on 
per item cost and considering float, is 
an even better guide. The 20 per cent 
average balance is a requirement not 
altogether selfish, as the company that 
keeps a reasonable amount in cash can 
meet sudden demands without strain — 
a decidedly favorable credit factor. 


ONE of the tests of a well-conducted 

credit department is whether or not 
it anticipates requests for credit. Noth- 
ing pleases the average customer more 
than to be granted a loan without the 
request “‘hanging fire.” This can not 
ordinarily be done with safety unless 
information has previously been built 
up in the credit files. Many banks will 
not accept business accounts until the 
bank has gone over the credit situation 
and has told the new customer the 
approximate accommodations, if any, 
that he may expect. 

A central file is maintained by a 
considerable portion of the larger banks 
as part of, or available for, the credit 
department. There is a card for every 
customer, which gives a brief history of 
the customer’s connection with the 
bank, the type of account, his business 
connection, and any antecedent in- 
formation that has been obtained. 
Antecedents are checked when the 
account is opened by reference to 
mercantile agency reports, by inquiring 
from banks where the account has 
been maintained previously and oc- 
casionally by more detailed investi- 
gation. 

In organizing the credit folder, it is 
customary to use index sheets and to 
clamp these index sheets and _ all 
material in the folder. These index 
sheets carry tab designations such as 


might be quite suddenly and 
unexpectedly crippled. The lia- 


bility insurance should cover the 
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automotive equipment owned by re 
the business, and if the business 


| 


is a proprietorship, the owner’s 


personal cars. General liability 
policies should cover any damage 


suits that might be filed by cus- |= 
tomers or passers-by, as well | 
as by employees, for injuries. = 


Other types of insurance that 


| | i 


might have vital bearing on the 
case, in some businesses more 
than others, are employees’ 
surety bonds, rent insurance, 
use and occupancy insurance, credit 
insurance, hail and tornado insurance, 
personal accident insurance, and surety 
bonds from contractors. The policy 
of carrying complete insurance is in 
itself a valuable “‘straw.”’ 

On established customers, the 
character of the checking account 
maintained is recorded and always 
considered. With many banks, the 
rule is that the average balance for the 
year must be 20 per cent of the 


Fig. 5. Anerege balance card used by the Second Na- 
tional Bank o 


loan record, the number of checks issued each month, 
and the profit or loss on an account as recorded from a 


Elmira, New York, carries space for the 


detailed analysis 


“analysis,” “statements,” ‘‘agencies,” 
“inquiries,” “‘miscellaneous,” etc. The 
folders may be divided so that all 
information furnished by the customer 
himself, which of course can be opened 
up before him, is on one side, and all 
confidential investigations and answers 
to inquiries are on the other side. 
There should be a summary sheet. 
This sheet may give the borrower’s 
statements condensed to a few items, 
may include comments on the history 
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With the Camera 


COPYRIGHT, KEYSTONE 


t The ‘biggest small bank in 
America’’—the depository for 

y seamen’s savings in the base- 


f ment of the Seamens Church 

Institute, New York City, where 
€ over $6,500,000in wageshavebeen 
Ss deposited in the last ten years 


COPYRIGHT. KEYSTONE 


5 He is one of the 
constables of the 
Bank of England 


m 
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COPYRIGHT UNDERWOOD @ UNDERWOOD _ 


The beautiful building of the Bucharest Trust 
& Savings Bank in the capital of Roumania 


The president’s office and a section of 
the main banking room of the United 
States National Bank of Galveston, Texas 
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HE strong face of Roger Quinn 

was set in stern lines that Saturday 

morning, as he stood at his 
side-rear window a half hour before 
the time for his bank to open. By 
moving well to the left, he could just 
see the face of the great clock set in 
the wall of the tower topping the city 
hall a block distant, and he noted with 
a feeling akin to despair the slow but 
inexorable movement of the hands as 
they neared the hour of nine. Nine 
o’clock and the opening of the doors of 
the Mapleton State Bank meant prob- 
able disaster to the financial institution 
he had so pridefully reared by a prodigal 
spending of the best twenty years of 
his life. 

Turning, he moved with heavy step 
to his desk, where he studied for the 
hundredth time the statement of the 
bank’s condition at the close of busi- 
ness the evening before. Frozen loans 
to farmers and cattle raisers, with 
reduced deposits and a depleted cash 
reserve, combined in figures perilously 
near the border line between solvency 
and utter ruin. He had told his wife 
nothing of all this, and she and their 
twelve year old son, “Dicky,” believed 
that the bank and the family fortunes 
were as secure as the rock of Gibraltar. 
Roger Quinn let his mind dwell for a 
moment upon Dicky, and a little sob 
caught him in the throat as the vision 
of the manly little chap came before 
his mind’s eye. 

Back at the window again, he 
glanced at the face of the huge clock. 
The hour was almost at hand. He 
moved again, and looked from his 
office toward the front of the bank 
where he could see through the glass 
front doors. Two more minutes, and 
the doors would have to be opened, 
and already, there on the steps outside, 
eight or nine men had gathered into 
what his distorted vision called a line, 
waiting to get in and draw out their 
funds. 

Roger Quinn was afraid, afraid for 
the first time in his long and honorable 
career, and the broad, thick shoulders 
that had stood so many times between 
some friend and trouble, drooped. 
Just then, the clear, bell-like tones of 
the big clock began booming out the 
hour —one, two, three —but before the 
last stroke sounded, Quinn was opening 
with his own hands the front doors of 
his bank, a task he had for years left 
to some of the employees, and meeting 


Clock 


By ARTHUR F. McCARTY 


the incomers as they crowded 
through. 

“Good morning, John; how 
are you, Mr. Velie; you’re early 
this morning.’’ 
them, scanning each face for 
signs of distrust of the bank 
and fears for the safety of their 
money. Once more, the heavy 
shoulders were squared to the — 
world, ready to take what blows 
fate might offer. 

“Why, this is Saturday; this will 
be a busy day, and we’ve got to get 
ahead of these farmers,” one replied. 

Saturday! Of course! And the 
town would be filled with the people 
from the country —and some of them 
would want to draw out money to use. 
Well, if they just spent it in town, it 
would all be back in the bank again 
Monday morning. So close he was to 
the ragged edge of failure. But the 
worst he had to look forward to was 
the visit of his close friend, Milton 
Bell, who had told him three days ago 
that on this date he expected to draw 
all of a special deposit of $5,000 from 
the bank to make the final payment on 
a piece of land he was buying —and 
the cash and sight exchange combined 
were down to the legal reserve! 

The president of the Mapleton 
State Bank took his place at a window, 
—again following a changed routine — 
and kept an anxious eye on the trans- 
actions of the first comers. By mental 
gymnastics of a very agile sort, he 
managed to keep track of the other 
window as well as his own. The 
withdrawals and deposits were nearly 
equal, and the first hour passed with 
no especial change. He could detect 
nothing in the attitude of any customer 
to alarm him further, and concluded 
that his fears had been the fruit of his 
own anxiety. 


EN o’clock came and passed to 

eleven and nothing in the nature 
of a run developed. If only the two 
directors who were out scouring the 
country for payments on past due 
notes would bring in a little cash! And 
if something, anything. happened to 
prevent Milton Bell carrying out the 
intention he had thoughtfully men- 
tioned beforehand! 

A man entered the bank, a stranger, 
and came directly to the wicket where 
Quinn stood. An odd appearance he 
presented, for on that summer day 


He greeted 


He watched 
the slow but 
inexorable 
= movement of 
the hands as] 
they neared 
the hour, 
ne of nine 


with a sky of brass to torment the 
countryside still further after weeks of 
drought, the visitor wore a flannel 
muffler or scarf about his neck. “A 
traveling salesman with something 
the matter with his neck,” Quinn 
thought as the stranger stopped. 

“Are you Mr. Quinn?” he asked. 

“Yes, that’s my name. What can 
I do for you?” 

“May I see you alone for a few 
minutes — private conversation?” 

‘“‘What is the nature of it? This is 
a pretty busy day.” 

“That I can’t divulge until we are 
alone,” replied the stranger, looking 
about him with a furtive air. “I am 
sure you will say it is important when 
you hear what I have to say. I have 
nothing to sell.” 

Such mysterious statements on such 
a day could not go unnoticed, and the 
banker led the way to his private 
office where the side-rear window 
looked out upon the soil-flavored life 
of the community. When he turned 
to face the visitor, Quinn observed for 
the first time that he was carrying a 
black leather bag, which he placed on 
his knees as he sat down. Quinn saw 
before him a middle-aged man, of 
slender build, the light hair shot with 
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CLEARING HOUSE 


silver where the sun played upon it. 
‘fe was a dapper sort of fellow, and 
seemed quite at his ease, notwith- 
standing the importance he had claimed 
for his errand. 

“You may call me Sherill, James 
Sherill,” he began, in a low voice but 
with articulation of words that cut 
clear. ‘““That isn’t my name, but it 
will be the name you will know me by.” 

‘Say, what is all this strange busi- 
ness?” asked the banker, uneasy under 
the pressure that was upon him. He 
seemed to feel a heavy portent of 
something dire about to happen. 

“T can’t tell you just yet,” said he 
who called him- 
self Sherill while 
disowning the 
name, smiling in 
an evident effort 
to put the other 
at his ease. “I 
must have a 
promise from you 
first, that no mat- 
ter what comes 
of this conversa- 
tion, you will 
never reveal a 
word of it.” 

Mystified still 
further, Quinn sat 
a moment trying 
to see through the 
oddity of the 
thing. There was 
an air of wide- 
world citizenship 
about this stran- 
ger that made the 
banker wonder 
what had brought him to the country 
town of Mapleton with his peculiar 
business. 

“Go ahead,” he said finally, “I'll 
promise.” 


“THE visitor hitched his chair nearer, 
glanced quickly around again, and 
began: 

“You'll think me crazy or a fool — 
at first—but before I am _ through, 
you'll grant that I am neither. Mr. 
Quinn, I have in this bag twenty-five 
thousand dollars’.worth of Liberty 
bonds, unregistered. You know that 
unregistered Liberty bonds are payable 
to bearer. All these bonds were 
stolen—just a minute, Mr. Quinn, 
don’t get excited —these bonds were 
stolen, but not anywhere near here. 
They were taken in a burglary more 
than a thousand miles from this town, 
and I didn’t help steal them, either. 
But my part of the job is to dispose of 
these bonds, and I want to leave them 
here with you.”” The man was speak- 
ing very rapidly now. “I don’t want 
any receipt; I don’t want the scratch 
of a pen from you or anyone else in 
the bank; I just want to turn these 
bonds over to you as an individual 


and have you give me your word that 
if I call on you again within two years 
but not sooner than one year you will 
give me twenty thousand dollars in 
cash. You can sell the bonds tomorrow 
if you like and do what you please with 
the money, and all you will owe me is 
twenty thousand on word of mouth 
payable on demand after one year but 
within two years. Should the numbers 
be traced back, you can’t be touched, 
for the law is that a purchaser takes 
good title even from a thief to a security 
payable to bearer.” 

“Why don’t you sell them yourself? 
They are readily negotiable.” 


“Can’t do it, Mr. Quinn. I am 
known to the police of two continents, 
and if I were to try to place these 
bonds in the market, I’d be grabbed. 
I must do it through some intermediary 
I can depend on, and wait until the 
fuss blows over before taking the 
money.” 

“But why do you come to me? 
There must be plenty of fellows who 
can do it for you. You know nothing 
about me.” 

“T probably know more about you, 
Mr. Quinn, than you think. In the 
first place, I know you are honest and 
that I can rely upon your word; in 
the second place, by leaving the bonds 
here I will throw everybody off the 
track. Now I don’t care about the 
money at present—haven’t any use 
for it; if I were to spend it, I would be 
under suspicion. I’m willing to take 
this chance on you and leave all the 
cards in your hands. What do you 
say? I didn’t try to fool you by any 
cock-and-bull story about where the 
bonds came from, as I might have, 
which ought to show you that I’m 
neither fool nor madman, but a man 
who knows just what he is about. 
Another thing, no need to let your 


Q 


At last the doctor looked up—“‘he’s all right now”’ 


Seventeen 


conscience interfere, for if you refuse 
to accede, I’ll simply find someone 
else who is willing to make five thou- 
sand dollars without risk or trouble.” 


ALL of this talk was of the quick-fire 
sort, and Roger Quinn’s brain 
whirled with the details of the remark- 
able offer that had just been made him. 
Twenty-five thousand dollars would 
save the bank, it would save him and 
his wife Eleanor and Dicky. Before 
Sherill called for the money, another 
crop would have been raised and 
marketed and the trouble would be 
over. He tried to analyze it and see 
: the weak spots; 

he searched his 
soul for a feeling 
of guilt for consid- 
ering it; he looked 
for the unforeseen 
contingency; and 
with the figures 
of that great 
sum, $25,000, 
racing back and 
forth across the 
troubled recesses 
of his brain, it 
was impossible to 
weigh correctly 
and set wrong and 
right over against 
each other in their 
true proportions. 
Clever, damned 


him in such a 
season on such a 
day with his weird 
proposition! ‘Suppose I don’t happen 
to have as much money as_ twenty 
thousand dollars on hand when you 
call for it?” he asked, more to gain 
time for thought than to acquire the 
other’s views. 

“T see your point,” was the quick 
answer. “I have given you free use of 
the money and it might be out on good 
paper but not instantly convertible. 
As to that, I’ll notify you thirty days in 
advance of any request for funds; 
more, I’ll be satisfied with whatever 
you are able to let me have, and will 
only require that eventually, say within 
three years, the whole twenty thousand 
will be available. Is that fair?’ 

“Yes, that’s fair enough, for that 
part of it. You'll have nothing but 
my word and you won’t dare sue —say, 
how do you know I won’t conveniently 
forget all about you and the bonds in a 
year or so?” 

The stranger smiled. 

“Do you think I’ve come here without 
having investigated your record, with- 
out learning that the word of Roger 
Quinn can be taken for any sum for 
which he will give it? Let me repeat, 
Mr. Quinn, that I am neither fool nor 
madman.” 
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It was like striking sparks from a 
diamond, this parrying words with 
Sherill, and Quinn reddened. He 
could not answer. Try as he might, he 
could not bring himself either to 
refuse the preposterous piece of busi- 
ness or to seize the opportunity which 
fate seemed to be offering him to save 
his bank. 

“I must have a little time to think, 
Mr. Sherill. This is a very strange 
matter. You must understand that it 
is unlike anything I ever heard of 
before. I can’t answer you in a few 
minutes on a thing like this.” Quinn 
rose to his feet. 

“I don’t expect you to,” replied 
Sherill, easily. “‘But you can give me 
an answer during the day, surely?’’ 

“Come back at two o’clock.” 

The stranger got up from his chair, 
opened the black bag and took out 
something as he stood with his back 
toward Quinn. Some rapid move- 
ments followed, then he closed the bag 
and whipped off his coat of blue serge, 
quickly turned it inside out and re- 
placed it. When he turned to face the 
banker, Sherill was no longer there, 
but a little, old, wizened fellow with 
a stubbly gray beard peered uncer- 
tainly through thick-lensed spec- 
tacles as he buttoned his coat of 
gray tweed over a soiled shirt that 
boasted neither collar or tie! Ina 
whining sing-song voice he repeated 
what Quinn had just said: 

“Back at two o’clock.”’ 

He left by the side door, and the 
portal had but closed upon his sham- 
bling figure, when the ring of Quinn’s 
telephone aroused the banker from 
his stupefaction. It was a call from 
his home, and with the last word of the 
sentence, a new bludgeon hit Roger 
Quinn. 

“Come home immediately, quick! 
Dicky was struck by an automobile 
and badly hurt! The doctor was just 
going by and they are bringing him in 
now. Hurry!” 


STILL dazed by the extraordinary 

transformation in the man Sherill he 
had just witnessed, Quinn passed a 
hand across his brow. What next, he 
whimsically wondered, would this ter- 
rible day bring forth? But not for 
long. The stabbing thought of Dicky, 
his Dicky, his son, for whom the whole 
fight was, being hurt, brought him to a 
sense of reality. God, he might die! 
Dicky might die! Panic seized him 
again, and he fought it as he searched 
blindly for his hat, so that he was in a 
measure calm and collected as he 
passed through the bank on his way 
out, pausing only long enough to say 
to Smith, the cashier, “I must go 
home; Dicky’s been hurt in an auto- 
mobile collision. Get this! If anyone 
asks for me, be sure you tell them 
exactly where I am and what has called 


me away! Make no mistakes, now; 
I don’t want anyone to think I have 
left the bank without urgent cause 
when I should be here!’’ 

Roger Quinn had neglected but one 
thing in ordering the affairs of his life, 
and that was his own body. He had 
permitted it to grow fat and his muscles 
to soften. But as he came clear of the 


crowd of farmers and their wives, 
massed on the walks in the shade of 
buildings, he ran, and something of the 
methods of the old days in the academy 
returned to lend fleetness to his heavy 
legs and breath to his lungs, so that he 
wheeled into his yard and up the walk 


“I’ve given you 
my word, but 
get out of my 
sight! Quick!” 


still able to carry on. 
He saw Mrs. Quinn 
and the doctor in the 
hall by a door, and 
he came up to them 
quiet and contained. 

“How bad?’’ he demanded of the 
physician. 

““Can’t tell yet,” was the unsatisfying 
reply. “No bones broken but there 
may be internal injury—the fender 
hit him in the groin. If we can hold 
down inflammation —can you stay and 
help a little?” 

With one motion, Roger Quinn 
stripped coat and vest from his body 
and threw them into a corner; with 
another, he threw his hat after them; 
and, like a being possessed, he was at 
the kitchen range getting the hot water 
called for by the doctor. Back again, 
he entered the room where Dicky lay, 
and instilled into the others some of 
his own fierce energy. For an hour he 
dominated the house as if he were a 
force of nature, or some mighty current 
of will power from on high, furnishing 
all the impetus to act, and asking of the 
doctor but his knowledge of what 
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should be done. Then the doctor 
looked up and smiled, cheerfully 

“‘He’s all right now.” 

Pausing for a few tender words to 
Dicky, the overwrought man hurried 
out to go back to his bank and what 
lay before him there. Milton Bell 
would be coming in, and he must be 
on hand to cope with that situation. 
Twenty-five thousand dollars! His 
sight swam with the figures, and his 
senses mocked him with the feel of 
piles of money —enough money to save 
the bank, to save him and his wife and 
Dicky. Twenty-five thousand dol- 
lars! The Liberty bonds could be sold 


_within twenty-four hours at par and 


the money placed to the cash reserve 
of the bank. Twenty-five thousand 
dollars! That much to the bank’s 
credit in the city correspondent bank 
would carry him safely through the 
quagmire to the solid ground beyond. 


THE big clock in the tower boomed 
out the hour of one as he passed the 
city hall, and the stroke of -the hammer 
rang out of the sum of the bonds 
carried by the thief in the leather bag. 
THIEF! Twenty-five thousand dol- 
lars! Bonds! With faculties reeling, 
Roger Quinn entered his bank, strug- 
gling for composure as he passed 
between the few persons in the lobby. 
They must not see how agitated he 
was. Twenty-five thousand dollars! 

“Has Milton Bell been in yet?” he 
asked of the cashier. 

“No. He telephoned that it would 
be about three o’clock.”’ 

And Sherill would be back at two 
o’clock for his answer. Two o’clock; 
three o’clock; twenty-five thousand 
dollars. And a new cycle set itself 
going inside his head, which was 
now aching fiercely from the heat 
and the unusual exercise he had 
taken. He went directly to his 
room in the rear, where he took 
up his post at the side-rear window 
to think it out. 

It was impossible, he found, to hold 
the man Sherill steadily in his thoughts. 
They stubbornly reverted to Dicky, 
lying up there at home on the bed, 
fighting back to life. Was the doctor 
right? What if he had been mistaken 
about something? If Dicky should 
not make it, after all, because of some 
inward hurt, what difference would it 
make about the bank? Was it wrong 
to take the bonds? Twenty-five thou- 
sand dollars! Two o’clock! Three 
o’clock! 

The telephone rang again, and min- 
gled with the tinkle of its bell, the 
loud strokes of the town clock marking 
the hour of two broke upon his ears. 
He took up the instrument and heard 
his wife’s soft voice assuring him that 
Dicky was all right, and that the boy 
had just said something about how 
much he loved Daddy. 


(Continued on page 34) 
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A socialist meeting in Trafalgar Square in 1909 — first agitation for an old age pension plan 


England’s Old Age Pension Plan 


The Pensioninn of All Workers at 65 Is an Investment in 
Industrial Recovery and a Challenge to the Radical Groups 


ACING the greatest problems in 

its long history as an industrial 

and world-trading nation, England 
has boldly planned a step that is 
variously regarded as the greatest 
piece of social legislation ever enacted, 
as the soundest remedy for the present 
widespread unemployment, and as a 
challenge to the radical groups who are 
agitating for changes based on bol- 
shevist ideas and who would destroy 
the system by which the British Empire 
has built up its present wealth and 
world power. 

To old age the large majority of 
England’s population look forward in 
terror. Wages are low, times have 
long been hard and it is next to impos- 
sible for the great majority to lay by 
enough savings to protect them against 
possible misfortune. The government 
now proposes a plan of old age pensions 
starting at 65, widows’ pensions, and a 
drastic readjustment of the present 
old age and unemployment insurance 
plans. The fear of finding themselves 
in old age without the necessities of 
existence will be removed from the 
minds of more than 70 per cent of the 
nation’s population, and the greatest 


By FRANK PLACHY, JR. 
Photos by Ewing Galloway 


argument of the radical enemies of 
peaceful society will, it is believed, be 
effectually silenced. 

England for some years has had both 
old age pensions, starting at 70, and 
unemployment insurance. Both were 
instituted when there was little actuarial 
information on which to base rates, and 
the unprecedented conditions of the 
war placed unexpected burdens on both 
plans. It is now proposed to correct 
both. 

Up to 1914 the productive plant of 
England grew yearly by just about 
enough to afford work to the increasing 
population. This annual expansion 
came to a dead stop with the outbreak 
of the war and has never caught up. 
There are today in England 1,250,000 
men and women living on unemploy- 
ment doles—a total approximately 
equal to the increase in population. 
This means that for every nine persons 
actually at work, another must be 
supported in idleness, and the con- 
sequent burden on industry is becoming 
vnbearable. Workers, employers and 


the government contribute to the 
present unemployment fund, but the 
drain is now so much greater than the 
provision for it that the government is 
now paying very much more than its 
expected share. 

The job of finding a remedy for the 
present intolerable situation faced the 
present Chancellor, Winston Churchill, 
and it must be said that he rose to the 
emergency with a plan truly revolu- 
tionary in scope and extraordinary in 
breadth. He proposes to accomplish 
at one stroke more than all the socialist, 
communist, labor and other dissatisfied 
elements ever demanded in their wildest 
soap-box orations, and the people of 
England are now amused by seeing the 
ground cut from under the radical 
groups by the party they had always . 
held up as the enemy of the working 
man. 


"THE present unemployment insur- 

ance covers about 15,000,000, so 
that, allowing for an equal number of 
dependents, more than 70 per cent of 
the population is covered. The present 
old age pensions start at 70, but are 
hedged about with many restrictions . 
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the widows of 
contributors 
who have en- 
tered upon pen- 
sions. If aman 
hasenteredupon 
a pension and 
his wife becomes 
65, she will re- 
ceive a pension 
of 10 shillings 
per week in con- 
sequence of his 
pensionable 
rights. And 
lastly, there are 
about 100,000 
persons in Eng- 
land now eligible 
to receive old 


Mostly old men on the furnaces of a colliery in Southwick 


concerned with other means possessed 
by the pensioner and with a variety of 
rules that have proved difficult to 
enforce and humiliating to those af- 
fected. The new plan eliminates all 
that and makes every worker eligible 
for a pension at 65. 

In addition to the old age pension, 
the provision of the new plan that has 
aroused the most favorable interest 
has been the scheme for widows’ pen- 
sions. The widows of all men insured 
in the health insurance scheme who 
die after the first of next January will 
receive 10 shillings ($2.50) a week for 
life, besides five shillings for the eldest 
child and three shillings for each 
additional child until they reach the 
age of 14. Every wife of an insured 
man and every child will have that 
security behind them after the begin- 
ning of the year. 

Secondly, all existing widows of men 
who were pensioned under the plan and 
who are now mothers with children 
undér 14, automatically come into the 
plan January 1. These will receive 
pensions as a free gift of the state until 
six months after their youngest child 


is 14. This provision affects 200,000 - 


widowed mothers and 350,000 children 
from the first of the coming year. 
Existing and future orphan children 
will receive seven shillings six pence 
for the first orphan and six shillings 
for other orphans. Thirty thousand 
such orphans will be eligible at the 
beginning of the scheme. 


FINALLY, from January, 1928, all 

contributors, male and female, who 
have been contributors to the fund for 
five years and who have paid two years’ 
contributions under the new plan, less 
than £1 in the case of men and 10 
shillings in the case of women, who are 
over 65 years of age or who subsequently 
reach that age, will receive 10 shillings 
a week, regardless of their means or 
state of health. The same benefits at 65 


age pensions at 
70, but who can- 
not get them because they are retain- 
ing their jobs. All these restrictions 
are swept away and they will receive 
their pensions whether they continue 
in industry or not. 

There was a tremendous amount of 
actuarial labor to be performed before 
the new plan could be publicly an- 
nounced. A committee appointed 
by the former Coalition govern- 
ment has been working on the 
figures for three years. The new 
scheme involves a present capital 
value of about £750,000,000 in 
liability, but the plan which is to 
govern the operation of the fund 


will be given to 


The day’s end—an engineering works in Manchester 
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spreads its cost and calculations over 
a period of eighty years. Workers 
coming under the scheme will pay four 
pence a week in the case of men and 
two pence a week in the case of women 
from the age of 16 and their employers 
alike amount. The balance necessary 
is supplied by the state. It is calculated 
that the cost to the state will be 
£4,000,000 beginning the third year 
and rising to £15,000,000 by the tenth 
year. At the twentieth year the plan 
will cost £24,000,000, and will start to 
decline after thirty-five years, when 
the fund will begin to be on a sound 
actuarial basis from the payments of 
workers and employers alone. 


HESE may seem like large additional 

items of expenditure for England to 
take on at a time of industrial depres- 
sion, but it must be remembered that 
it is today paying £67,000,000 a year 
in war pensions and that this amount 
will decrease faster than the collections 
under the new plan will grow. It is as 
a war memorial that the Chancellor 
asked the Commons to look .at the 
plan. In the course of his brilliant 
budget speech —after saying he could 
have used the reduction in war 
pensions for the relief of direct 
taxation but preferred to use 
it for widows and old age pen- 
sions — Mr. Churchill said: ‘We 
have deliberately decided not to 
do it, but to use this diminish- 
ing charge as a great instrument 
and lever to bring this new 
(Continued on page 28) 
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A characteristic California bungalow erected under the boughs of this centuries-old Live Oak 


Escrow, Grown California 


The Scope and Methods of Cultivation of a Department 
Highly Developed Under the Most Favorable Conditions 


LTHOUGH its functions are per- 
haps duplicated in the trust 
departments in other states of 

the Union, the escrow department as 
a definite, distinctive unit of the bank’s 
activities, seems to be peculiar to 
California. 

_ The curious word “escrow,” accord- 
ing to the law books, signified in Old 
English a scroll of parchment. Its 
distinction from the more formal title 
“deed,” or “indenture” arose from the 
fact that it had not been executed. 
After the solemn “signed, sealed, and 
delivered” ceremony, the scroll became 
a deed, or, if cut with a sharp knife ina 
waving line so that thereafter the two 
copies must always “‘tally,” it became 
an indenture. In each case it became 
in the eyes of the law a solemn covenant, 
binding its makers for all time, unless 
revoked by another deed with the same 
solemnities. At the outset, however, 
it was merely an “escrow” or writing 


By HY. W. SANDERS 
Citizens National Bank, Los Angeles 


containing the terms of the contem- 
plated transaction. 

The historical setting fits very well 
the conception embodied today in the 
escrow department, for it deals with 
the unfinished stages, and acts as 
trustee for the various parties before 
their bargain is cemented into a legal 
covenant by the completion of the 
preliminaries. The most usual business 
before it is that involved in property 
sales and purchases. 

The function of the escrow officer is 
to hold in trust the payments made. 
In the case of property sales, the money 
is held while the title is being searched. 
The escrow officer further protects 
both buyer and seller by seeing that all 
the various conditions named in the 
preliminary agreements are carried out 
before the escrow is closed and the 


money handed over. Advertisements 
are used effectively in the Los Angeles 
newspapers to show clearly the re- 
lationship between the escrow depart- 
ment and the buyer and the seller, in 
a typical transaction. 

A recent case which came to our 
notice demonstrated the need for the 
functions of the escrow department. 
A Hollywood woman bought a home 
from a friend whom she had known for 
a long period, and never for a moment 
doubted that everything he might rep- 
resent to her would be in the most 
perfect order. He was anxious to leave 
for the East, where some business in- 
terests of his had fallen into difficulties, 
and he sold his fine house to the woman 
in question. She gave her check for the 
full amount, received a deed to the 
property, and said farewell to the 
seller, who departed for other parts. 
Later when her attorney sought to 
obtain title, it developed that liens for 


ys 
| 
| 
> 
x 
| 
| 
Tint! | 
4 


Twenty-two 


materials and labor to the extent of over 
$5,000 were standing against the prop- 
erty. The seller, by this time in a 
distant state, had become involved in 
financial troubles, and a lawsuit against 
him to recover the price paid was not 
advisable. In the end the purchaser 
was obliged to pay off the liens and lost 
$5,000. 

Such cases fortunately are not com- 
mon, but they are always possible, and 
the escrow department, at a. nominal 
cost, furnishes protection against like 
losses. 

The most important condition at- 
tending the acceptance of an escrow by 
the bank is that the buyer and seller 
shall have definitely agreed among 
themselves on the full terms of the deal. 
To ensure this, the bank at the outset 
takes the most complete instructions. 
The banks of Los Angeles have had an 
inter-bank committee at work for a 
number of months evolving standard 
forms. This committee, composed of 
the principal escrow officers of the 
banks, have now a complete set of uni- 
form instruments. 

The important form of Instructions 
of Parties recites the contract, the 
names of the parties, and the property 
involved, giving a full description of 
the latter. There is a protective clause 
whereby the parties agree to exonerate 
the bank, and the escrow officer, from 
anything short of gross negligence. 
Then follow the respective instructions 
of the various parties, together with 


schedules, etc., where needed, and 
finally the document is signed and wit- 
nessed, forming a complete record of 
the contract. Care is taken to include 
all the contingencies which might rea- 
sonably be foreseen. 

Each escrow is given a number, and 
all documents are kept in the numbered 
docket. Checks are drawn by the 
escrow officer as payments are made, 
and this part of the business is checked 
by the auditor exactly as any other 
receiving and paying department is 
checked. A card ledger system keeps 
the records within the escrow depart- 
ment, and there is a periodical recon- 
ciliation with the balance as shown in 
the general ledger. Where the volume 
of business is steady there is at all 
times a sizable balance on the account, 
forming an indirect source of profits. 


THE three most usual property trans- 

actions handled are those between: 
(1) Buyer and Seller; (2) Mortgagor 
and Mortgagee; and (3) Property 
Exchanges, with or without additional 
payments. 

The simplest courses are those by 
which property is sold, or a mortgage is 
extinguished, by cash payments. There 
the escrow officer simply holds the pur- 
chase money in trust until the comple- 
tion of the transaction by delivery of a 
policy of title insurance. In some cases 
the buyer is satisfied with a simple 
certificate of title, as recorded, without 
the full policy of insurance. 
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Usually, of course, there are various 
complications in the deal, and often 
there are quite a number of incum- 
brances of various types to be taken 
care of in different ways, according to 
the instructions. Mortgages have to 
be paid or transferred, taxes must be 
paid, or verified as having been paid, 
street assessments paid, and searches 
made for liens on account of labor and 
materials. The seller is interested in 
seeing that mortgages are properly dis- 
charged, and that title is given only as 
promised in the original agreement. 

Some interesting cases arise where 
there are a number of parties, like a 
family estate divided under agreement 
among the heirs and beneficiaries. In 
other cases the property may be en- 
tirely or partially located in another 
state. These must be governed by the 
circumstances of each, and much assist- 
ance is given by correspondent banks in 
other cities or through legal channels. 

Escrow officers need not be members 
of the legal profession. The same 
qualifications which fit a man for an 
official position in a trust department 
are required for escrow practice. Fees 
are determined on a percentage basis of 
the sum involved, together with the 
amount of work required under the 
escrow, with a minimum of $10. Fees 
can be quoted in advance. The draw- 
ing of instruments incidental to the 
work, necessitates special fees. 

In addition to the work connected 
with property sales, some new avenues 

(Continued on page 26) 
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Every check this depositor writes 
will speed your banking routine sp 
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The new 


Personal 


is clear and bold, shredded into the very fibre 
of the paper. Figures that can’t be ques- 
tioned take the place of scrawled and illeg- 
ible handwriting. His checks do not have 
to be subjected to time-consuming scrutiny by paying 
tellers, entering clerks and Transit Department. 
Mistakes are minimized, for the check written on the 
Personal Protectograph leaves no doubt as to the 
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tectograph, the amount line on his checks 
tu L 


co-operate in popularizing the Personal Protectograph, 
recognizing its great benefits to them. 


° 


amount intended. Embarrassing disputes with de- 
positors over raised amounts are done away with. 

The Personal Protectograph brings to private check- 
ing accounts the same sure type of protection afforded 
to the bank accounts of big businesses by the larger 
Todd Protectographs. Yet it costs only $15, a price 
within the reach of all depositors to pay. 

Enthusiastic reception has been accorded every where 
to this new banking aid. It is advertised in The Sat- 
urday Evening Post and The Literary Digest every month. 
Constantly more and more people use it. 


An opportunity for banks 


Many bankers have already told us of their apprecia- 
tion of this little machine and have welcomed it as in- 
surance of better relations between them and their de- 
positors. Many banks also have asked how they could 


TODD SYSTEM OF CHECK 


Send for the bankers’ plan Si 


Meeting these requests has resulted in the development 
of a complete plan whereby banks may aid in the distri- 
bution of the Personal Protectograph. Several hundred 
banks have already found this plan practical and advan- 
tageous. The details are yours for the asking. The 
Todd Company, Protectograph Division. (Est. 1899.) 
Rochester, N. Y. Sole Manufacturers of the Protectograph, 
Super-Safety Checks and Todd Greenbac Checks. 


THE TODD COMPANY, Protectograph Division 

1186 University Ave., Rochester, N. Y. a 

Gentlemen: We would like to know more about the advantages to us of : | 

- the plan by which already several hundred banks are introducing the Per- : | 
sonal Protectograph to their depositors. Please send full particulars. : 


: 
> Name of official. 
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BOND REGISTER 


FROM WHOM PURCHASED 


50,900 


RATE ] 


DESCRIPTION OF BONDS 


NUMBERS 1/50, 


DENOMINATION 
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TRUSTEE 
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lete Bond Data 


Sight 


H™= is a complete bond register 
system that will save you a lot 
of time and money. 


It is used by many banks and has 
proved so popular that McBee has 
arranged to produce it in quantity at 
an attractive price. 


In the heading is carried all detailed 
information so that reference to the 
bond itself is unnecessary. 


Figures covering purchases, sales and 


yinterest are so arranged as to permit 


instant computation of net returns on 
the investment. The ruling for this 
data is carried over on the reverse side 
of the sheet. 


This McBee Bond Register is really a 

erpetual inventory of bond holdings, 
Jarrying a running balance and showing 
ai\ transactions in every issue. 


For this form McBee supplies a beauti- 


ful, velvety buff corduroy binder, bound 
at back and corners in striking red 
cross grained cowhide. 


The price of the binder is $8.00 with the 
name of your bank embossed in gold. 
Loose leaf forms may be had at $2.25 
per 100 or $20.00 per 1000. Mail the 
coupon for further details and samples. 


This is only one item in the big McBee 
line of office supplies, devices and equip- 
ment—the broadest ever offered to 
business men. Here are other items: 


Standard and special bank forms, ledger 
sheets, ledger cards, depositors state- 
ments, check and deposit journals, 
transit letters, signature cards, safety 
deposit records, note notices and note 
maturity records. 


Record keeping equipment—loose leaf 
ledgers, steel posting trays, steel filing 
cabinets, check files, note cases, steel 
safes, desks and shelving. 


THE MCBEE BINDER COMPANY 
ATHENS, OHIO 


FACTORIES: ATHENS, O. 


ST. LOUIS, MO. 


SUSSEX, N. J. 
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THE REMODELED BANKING QUARTERS OF THE 
FIRST NATIONAL BANK, TERRE HAUTE, IND. 


| Spee a moderate expenditure this building 
and banking interior were completely re- 
modeled and refurnished, business continuing 
without interruption throughout the building 
operation. Further views with detailed in- 
formation as to planning and cost are at 
your disposal. 


Design, Engineering Service 
Construction Management by 


WEARY AND ALFORD COMPANY 


Bank and Office Buildings 
CHICAGO 
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Escrow, Grown in 
California 


(Continued from page 22) 


of usefulness have recently opened, and 
there seems every reason to believe 
that this process will continue. 

For example, an irrigation district 
made agreements with a syndicate to 
sell several million dollars worth of 
bonds. The unissued securities were 
held in escrow by the bank, and drawn 
as the bond houses succeeded in dis- 
posing of the securities. They were 
handed over day by day, in denomina- 
tions and maturities as required by the 
purchasers, and the proceeds credited 
to the irrigation district. 

Another frequent assignment for the 
escrow department is the duty of 
acting as depository for corporations in 
the process of formation. Under Cali- 
fornia “blue sky” laws, the sale of 
securities to the public is not allowed 
until the issue is approved by the State 
Corporation Commissioner, and while 
this consent is being obtained the pre- 
liminary capital payments are held in 
escrow. 

Peculiar to Southern California, per- 
haps, are the oil escrows. Under these 
agreements the big oil companies hand 
over each month to the escrow officer, a 
check for the royalties earned on a 
specific property, and this is distributed 
in accordance with the instructions of 
owners, lessors, etc., according to their 
respective interests. 


"THE rapid development of Los 
Angeles and the surrounding cities in 
recent years has occasioned consider- 
able activity in real estate, and accord- 
ing to very conservative estimates, 
based on building permits, gas and 
water connections, etc., this increase is 
still going on at the rate of about 
100,000 people per year. It will be seen 
therefore that there is a real sphere of 
usefulness for the efficient escrow de- 
partment. 
One reason for the increase of escrow 
business is the striking volume of real 
estate transactions in Los Angeles and 
Southern California. Despite the fact 
that the “boom” in far-flung sub- 
divisions came to an end over a year 
ago, there is an active demand for all 
improved and close-in properties. In 
the business district values are higher 
than ever before, while in established 
suburbs it is very hard to pick up 
bargains. 
Realty transactions filed with the 
County Recorder, and evidencing real 
estate sales, numbered 48,176 in the 
month of April 1925, as compared with 
39,495 in April 1924. Building permits 
have been averaging around $15,000,000 
a month, and both postal receipts and 
bank clearings have been steadily in- 


creasing. 
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Chevrolet represents the highest 
type of quality car selling at a low 
price. Public acknowledgment of 
this fact has been evidenced by a 
greatly increased demand for Chev- 
rolet cars. This increased demand 
has resulted in increased produc- 
tion making possible decreased 


The Roadster 


New and improved quality of equipment— 
finished in a new color—gunmetal grey Duco. 


The Touring 


New and improved quality of equipment— 
finished ina newcolor—gunmetal grey Duco. 


The Coupe - ‘675 


New and improved quality of equipment— 
former price $715. 


CHEVROLET MOTOR COMPANY, DETROIT, MICHIGAN 


prices on closed models and im- 
proved quality on all the models. 
Now Chevrolet provides “Quality 
at Low Cost” to a greater degree 
than ever before. Now Chevrolet 
presents to automobile buyers 
everywhere a new measure of value. 


The Coach - 


New and improved quality of equipment— 


The Seen - $775 


New and improved quality of equipment— 
former price $825. 


Commercial Chassis - $425 
Express Truck Chassis $550 
ALL PRICES F.O.B. FLINT, MICHIGAN 


DIVISION OF GENERAL MOTORS CORPORATION 
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TYPE SC 113! ARMORED BODY 


CAR BopIEs built by Hoover 
with carefulthought, assure maximum 
protection and security during transit. 


HOOVER BODY COMPANY, YORK, PA. 
Eastern Sales Branch - - Long Island City, N. Y. 


Reflects Dignity — 
Integrity — Strength 


c Any publicity you use must do that, to be appropriate. A Flexlume 
Electric Sign, specially designed by skilled artists, will reflect the 
character of your institution and truly represent you, both day and 
night. It will harmonize beautifully with the architectural design 
of your building. 

Flexlume is decidedly not an ordinary sign, but the result of specialization 
on quality electrical advertising since 1910. It is worthy to be a part of your 


bank’s exterior. Write for photoprints of Flexlume bank installations and 
information regarding our free sketch service. 


We also build exposed lamp and other types of 
electric signs, for those who prefer or require them. 


_ FLEXLUME CORPORATION 


1050 MILITARY ROAD, BUFFALO, N. Y. 
Phone “Flexlume’— All Principal Cities 
Factories also at Detroit, Los Angeles. 


Oakland, Calif.. and Toronto, Canada 
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England’s Old Age Pension 


Plan 


(Continued from page 20) 


scheme into existence and turn it 
to another and, I think, even better 
purpose. If I may stray for a moment 
from the dusty highroad of facts and 
figures on which we ‘have been march- 
ing and are still to march, and turn 
aside into the path of fancy, I would 
say that I like the association of this 
new scheme of widows’ pensions and 
pensions at 65 with the dying out of 
the cost of the war pensions. I like to 
think that the sorrow and sacrifice and 
the suffering have been the seed from 
which a strong tree will grow under 
which perhaps many generations of 
British people may find shelter against 
some at least of the storms of life. It is 
surely the finest war memorial you can 
set up to those who gave their lives, 
their limbs, their blood, and who lost 
their health or their dear ones in their 
country’s cause.” 

The whole proposal of the govern- 
ment has met with a _ remarkably 
favorable reception except by the 
socialists and the radical trade union 
crowd. These classes find their thunder 
stolen. All they can say is, “If we had 
been in power we would have given 
you something better.”” But the fact 
is that the late Labor government failed 
to achieve any genuine social reform. 

From the economic standpoint the 
most important point of the whole 
scheme is this: There are estimated to 
be more than a million people in 
England over 65 years of age who are 
still wage earners. It is calculated 
that enough of these will retire on 
pensions to bring the unemployed 
workers now on the dole down to 
800,000, after which the present unem- 


ployment insurance fund would be on 


a self-supporting basis. 

In this way young men would be put 
to work, the unemployment dole would 
be robbed of many of its economic and 
social. terrors, production would be 
cheaper and an old age of peace and 
comparative comfort would be assured 
to old men and women thus enabled 
to retire. Russian experiments would 
then find few English imitators. 


Editor’s Note: This is one of a series of 
articles by Frank Plachy, Jr., formerly of 
the National City Bank, New York, now a 
resident of London, reporting on financial 
and econamic subjects vital in Great Britain. 
Others by the same author will appear from 
time to tume. 


With Checking Privileges 


‘THE National Bank of the Republic 

of Chicago is developing its “check 
ing savings” department so as to make 
a place in a downtown bank for the 
small customer who is being crowded 
out by service charges and’ minimum 
balance requirements. 
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33.8mites 


coast to coast 
economy 


The stronger and greater Gray organization, with ample 
operating capital, splendid production facilities and powerful 
financial backing, is now embarked on a program of develop- 
ment and expansion that will make Gray one of the most 
talked-of automobiles being built today. Watch Gray! 


GRAY MANUFACTURING COMPANY, DETROIT, U. S. A. 178 


CThe 30 miles per gallon car 
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BRAINTREE 


SAYS— 


NATIONAL BANK 


Cashier 
of the 


THE BRAINTREE NATIONAL BANK 


Braiwrere, Mass. 


April 14, 1925. 


Union Savings So., 
Lancaster, Penn. 


Gent] en: 
Be are pleased to tell you of 
Bote Register System. It has proven to 


be not only lebor saving system 
but it has relie 


banking system. 


to our lest order, we are, 


Yous truly, 


the time saved in use of your One Operation 


ved us of many errors incident 
to the making of mmy records which have been 
necessary in other systems. We have found 
that it fitted very readily into our generel 


Thanking you for your prompt attention 


THE ONE 
OPERATION 
NOTE 
REGISTER 
SYSTEM 
EXCELS 
ALL OTHER 

SYSTEMS 


“Good Things for Banks’’ 


_ May we send you our complete catalog and samples, which explains 
in detail how the One Operation Note Register System will save 
both time and money for your Institution. 


UNION SAVINGS SYSTEMS COMPANY 


LANCASTER, PA. 


Foreign Loans and the Three C’s 


(Continued from page 7) 


particular issue is an internal or an 
external obligation. The former are 
usually held by the citizens of the issu- 
ing country, while the latter are gener- 
ally sold abroad. The external obliga- 
tions of a country generally may have 
no legal priority over the internals but 
there is a stronger economic, if not 
moral, force behind such issues. Any 
default on an external issue is bound to 
impair the credit standing of the nation 
in the money markets of the world, 
while a repudiation, partial or complete, 
on an internal obligation falls largely 
on domestic holders and so affects less 
directly the foreign investors. Thus, 
for example, the Republic of Colombia 
in its recent issue of 6 per cent bonds 
due 1947, states that “Colombia has 
not delayed or defaulted in the pay- 
ment or principal of any of her present 
outstanding external debt.” 


LOSELY related to the classification 

of foreign bonds according to whether 
they are external or internal, is the 
factor of currency. These issues may 
be payable in the home monetary unit 
or in some foreign unit. In general, 
internal bonds are payable in the home 
unit, while external issues are paid in 
foreign currencies. Most of the foreign 


bonds floated in the New York market 
are payable in dollars. One would 
therefore expect them tobe uninfluenced 
by any variation in the exchange rate 
of the issuing country, but as a matter 
of fact, fluctuations in the exchange 
rates generally cause similar move- 
ments in the dollar bond of foreign 
countries. Thus for example, as the 
franc has moved upward and down- 
ward within the past few -years, the 


quotations of the French “7’s’” and 


“*8’s” have risen and fallen in sympathy. 
As in the case of the domestic securi- 
ties, foreign issues may be classified 
according to whether the obligation is 
simple or reinforced. The first class 
is sometimes described as “unsecured,” 
in the sense that it represents only a 
general claim upon the borrowing 
country and is otherwise unsupported. 
The term “unsecured” is rather mis- 
leading when applied to foreign bonds, 
because the very fact that they are 
thus unsecured may in itself be an 
indication of the strength of the obligor. 
A foreign country may possess so high 
a credit standing in the international 
money market, because of its strict 
observance of financial morality in the 
past, that its obligations even though 
unsecured inspire the confidence of 
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foreign investors (see accompanying 
table). 

Other governments, however, find 
it necessary to reinforce their obliga- 
tions either by guarantees or by liens. 
A guarantee is an additional pledge 
whereby one country assumes the 
obligations of another. Such guaran- 
tees are accepted by a government in 
cases where the weaker government is 
either a subdivision, a colony, or stands 
in some dependent relationship. A 
bond may also be reinforced by a lien 
or additional pledge of property. 


(GEN ERAL property is really of little 

value assecurity. Natural resources 
such as unused minerals, or unhar- 
nessed waterfalls cannot be transported 
beyond the borders of a debtor state, 
and therefore are of a relatively small 
value. Specific security where it yields 
a current income may possess a certain 
value. Thus, the 4% per cent loan 
of 1905 of Japan, for example, is based 
upon the revenues derived from the 
government tobacco monopoly. Also 
a number of the South American 
government loans are secured by liens 
on customs duties. But even this 
security becomes of doubtful value, ifthe 
borrowing country is unwilling to have 
such revenues collected for the benefit 
of foreign bondholders. Thus in the 
last analysis, the value of foreign 
bonds rests largely upon the borrower’s 
general credit as expressed by the 
elements of character, capacity, and 
capital. 


Government Bond Issues * 


Total Un- 
Issues Secured secured 


5 

o 
~ 
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Argentina........ 48 
Hungary......... 17 
Uruguay......... 


20 

6 

4 

7 

4 

8 

2 
Greece..... 26 
Costa Rica....... 3 
Guatemala....... 1 
Honduras........ 4 
Nicaragua........ 2 
1 

5 

13 

6 

1 

4 

4 

5 

1 

18 

38 


Salvador......... 
Montenegro....... 
Portugal......... 


w 


*Figures derived from data found in 
Moody’s analyses of Foreign Government 
Securities. Volume for 1925. 
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ECONOMIC TRENDS IN THE ELECTRICAL INDUSTRY 


“Gost of 
Curre rent 
1922 


1.4% below below 


Good 


Only a good manager can pay 
out more for labor and raw ma- 
terials and then sell the thing he 
makes for less. Yet that’s what 
the managers of the electric light 
and power companies of the 
nation have found a way to do. 

Coal, wages, building mate- cent less than they were in 1913. 
rials—all are higher than they More than 49,802,000,000 kilo- 


were in 1913. The living costs 
of the people stand 72 per cent 
above the 1913 level. 


Yet the rates for electric cur- 


rent have not risen, but have 
dropped. ‘Today they are 8 per 


watt-hours of electrical energy 
were consumed in the United 
States during 1920. This was 
more than was consumed by all 
the balance of the world, put 
together. 


WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY 
EAST PITTSBURGH, PA. 


Westinghouse 


Westinghouse has contributed to the widespread use of 
electricity both by giving the world the alternating current 
system and also by improving the equipment used for the 
generation, distribution and application of current. Today, 
with Westinghouse equipment, 15)4 pounds of steam will pro- 
duce one kilowatt-hour of electrical energy. In 1900, twenty 
pounds of steam were needed to produce a like amount of energy. 
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New Idea Increases 
bank deposits by millions 


Every progressive bank may 
now take advantage of this 
remarkable nation-wide pro- 
gram in its own community. 


a is now appearing in the 
leading national magazines an 
immense educational program on 
banking. 

Every month these articles are read 
by 20,000,000 people whose incomes are 
sufficient to be desirable depositors. 


This campaign has just begun, yet 
already banks report it is bringing a 
remarkable increase in deposits. 


In your community this plan benefits YOU 
Men and women in your city are 
reading this advertising because it is 
intensely interesting. It shows them 
the important part their bank plays in 
making them financially independent. 
It is creating new bank depositors in 
every locality in America. J/t is mak- 
ing present customers decidedly more 
valuable. 

At the same time these 20,000,000 
people: are being shown the protec- 
tion from fraud which Super-Safety 
Bank Checks give. And what ordi- 
narily is an item of merely bank sup- 
plies—just checks—now is given a 
business building value. 


Other ways to increase deposits 


So that you may receive in your local- 
ity the greatest possible benefit from 
this national campaign, we offer you 
without charge a very remarkable 
plan. A complete year ’round adver- 
tising campaign for you to run in your 
own local papers over your own name. 

One of the leading advertising or- 
ganizations in America prepared this 
material. You could not possibly ob- 
tain it in any way other than through 
our cooperation. It includes many 
business building plans which have 
been tested and proved profitable by 
leading banks. Some have increased 
their deposits by thousands of dollars. 

Let us tell you about these plans 
more fully. How they will help your 
own bank. Write immediately. 


Bank cHEec® 


Super-Safety Bank Checks protect depositors 
against check fraud. They are made of the 
safest check paper supplied by any bank. 


BANKERS SUPPLY COMPANY, Division 
THE TODD COMPANY 
5948 So. State Street, Chicago 
Business-Building Merchandise for Banks 
New Rochester CHICAGO Denver Dallas 
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The Compound Interest Column 


By DON KNOWLTON 


I AM surprised that golf clubs in 
this country have not imported the 
famous Service Ant, so common among 
the wilds of the interior of Thibet. 
These curious little insects are 
indefatigable in their industry and 
amazing in their optimism—so much 
so, in fact, that if their ant hill is 
destroyed, they are capable of repro- 
ducing it in the same spot within a 
space of time of only three minutes! 
Think what a treasure a colony of 
these Service Ants would be at the 
first tee! That exquisitely-formed, 
properly conical, suitably elevated 
ant hill, always ready for the ball—a 
million willing servitors to repair it at 
once at the first sign of damage —! 


Auction Bridge Suggestions 


1. When the game is suggested, and 
you are approached with reference to 
the subject, say, “Oh yes, I play —let’s 
see, it’s something like Five Hundred, 
isn’t it?’ This gives the hostess an 
opportunity to suggest a game of 
tiddle-de-winks or leap-frog instead. 

2. However, if the hostess still 
persists, and you find yourself seated 
at the card table, as soon as the deal 
comes to you, spill the cards when you 
shuffle, and step on the hostess’ toes 
as you pick the cards up. If she still 
smiles, misdeal. 

3. If you find yourself still in the 
game, blow smoke in the ladies’ eyes, 
and knock your ashes on the rug. 

4. If worst comes to worst, you 
can try telling stories. Wait until the 
hostess has bid four, has taken in eight 
tricks—and then begin, “That re- 
minds etc. 

5. If that does not work, try 
putting a heart with your diamonds, 
and then, when it falls on a diamond 
trick and the noise begins, say, “‘Oh, 
pardon me! I thought it was a diamond 
—can’t we just take the cards all back, 
and start over?” 

6. If nothing avails—if you are 
still stuck at the card table when 
refreshments are served—spill your 
coffee into the lap of the lady at your 
right. This never fails. 


The Way to Handle Your Checking 


Account 
By M. T. Till, Vice-pres. 


We are directing this little message 
toward all who have personal checking 
accounts at our bank in order to 
familiarize you with proper habits and 
methods in the handling of your 
account —methods of which perhaps 
you are not fully cognizant. 

First of all, bear in mind that the 
bank makes no money on your busi- 
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ness—in fact, we would rather not 
have it at all.. It is only through our 
loving kindness that we permit you 
to utilize our checking account facilities. 
In view of these facts it is, of course, 
imperative that you maintain at all 
times a balance equal to at least 95 
per cent of your monthly income. In 
order to do this certain precepts must 
be followed: 

Firstly, never pay a bill by check and 
never write a check payable to “‘Cash.” 
These practices, although all too com- 
mon, are pernicious and should be 
vigorously discouraged. The solution 
lies in not paying your bills —or better 
still, in not buying anything. 

Secondly, never write checks for 
large amounts. It is unfair to the bank 
and a bad habit to get into personally. 
The only worse habit is to write checks 
for small amounts. 

Thirdly, never write any checks at 
all. If you must have a petty cash 
account, use the savings department, 
which is organized for that purpose. 

Only by the careful observance of 
these rules may your checking account 
balance be maintained at an amount 
commensurate with this bank’s extraor- 
dinary service to commercial customers. 


Today's Lesson for Little Tots 


Come gather, children, as I tell 
A tale that teaches you 

To cherish flies and guard them well, 
As all good bankers do. 


The banker is a kindly man, 
He loves the humble fly, 
He will not swat it, for he can 

Not bear to see it die. 


A touching sight for youthful eyes 
Are banking windows bright, 

All set aside for nice young flies, 
As playgrounds, sweet and light. 


There little flies will grow to be 
A credit to their dads, 
Without a fear of treachery, 
Or traps or poison pads. 


And when their care-free lifetime ends, 
And flies of old age die, 

The banker, loath to part with friends, 
Just simply lets them lie. 


Now children, from this tale pray glean’ 


A thought for future days, 
It costs to keep bank windows clean, 
And that’s why kindness pays. 


(We will now all arise and sing, etc.) 


There’s many a sup 
*Twixt the hip and the cup. 
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Thirty-three 


Examples of Modern Bank Construction 


Crawfordsville State Bank 
Crawfordsville, Ind. 


( The first question to be consid- 
ered when contemplating the erec- 
tion of a building is whether it is 
more advisable to erect an exclusive 
bank building or to erect a combina- 
tion bank and office building. This 
isa matter of investment and income, 
based on the value of the ground on 
which the building is to be erected, 
and the probable income that can 
be derived from the office space. 


@ The bank architect who devotes 
his entire time and attention to the 
designing of banks gains knowledge 
and information which one who 
plans and equips a bank occasionally 
has no means of acquiring. This is 
quite logical and should require no 
discussion, but unfortunately many 
bankers go to some friend or patron 
who is an architect, without con- 
sidering the man’s ability or expe- 
rience along special lines. He may 
be a splendid architect, yet not be 
a bank specialist. 


Bank of Edwardsville 
Edwardsville, Ill. 


r BANK DESIGN one looks for simplicity, 
dignity and durability, more perhaps 
than in any other class of buildings. Just 
as the banker himself is an important and 
stabilizing factor in his community, so his 
building should lead and rightly influence 
the architecture of his community. The 
home of a well founded banking institution 
should not merely house a bank; it must be 
designed to hold its own among other 
buildings; its simplicity and dignity must 
dominate. Its style and character should 
be permanently acceptable, not merely 
reflecting the fad of the moment, since it is 
built not for this year or decade, but for a 
long period of time. 


Waukegan National Bank 
Waukegan, Ill 


@ Anyone contemplating the erection of 
new banking quarters or the remodeling 
of an old bank building will do well to 
investigate our single contract plan, which 
keeps under one control all details of plan, 
construction, decoration and equipment. 
Our one organization does it all. No divi 
sion of responsibility. No uncertainty as 
to costs. You know in advance exactly 
who is doing the work, when it will be 
finished and how much it is going to cost 
you. An inquiry involves no obligation 
and may save time, money and annoyance. 


Sr. Louis Burtpinc €&? Equipment Co. 
Sr. Louis, U.S. A. 


American Exchange National Bank 
St. Louis, Mo. 


@ What are other essential elements 
to consider in planning a bank build- 
ing? The plan, with especial con- 
sideration for the addition of 50 or 
100 per cent more space, should be 
the prime consideration. Strange 
as it may seem, this idea of addi- 
tional space is usually not consid- 
ered at all—either first or last. It 
has caused many institutions to pay 
liberally or even extravagantly for 
ground alongside their buildings 
that need not have been purchased 
at all if their buildings had been 
designed and planned for additional 
stories. 


@ Many two- or three-story bank 
buildings are paying taxes on air 
space above their buildings that is 
costing them mightily because their 
buildings are so planned and con- 
structed that they cannot add other 
stories. The ideal bank building 
should, therefore, be planned to 
add extra stories. 


Guaranty Bank and Trust Company 
Lexington, Ky. 
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There is 
Money in 
the Schools 


HERE is money in the 
and good-will 
as well, for banks who know 
how to get it. 

An Auto-Teller School 
Bank in New York City re- 
cently secured an average 
deposit of $1.47 on the first 
banking day. 

In its first month of oper- 
ation, another collected from 
1100 depositors over $3300. 
And 99% participation is a 
common thing. 

Similar results are possi-~ 
blein your community if you 
are sincerely interested in 
developing savings accounts 
through a sound, consistent, 
and profitable program of 
thrift education among 
school children—and, through 
them, the parents as well! 

School authorities wel- 


come The Auto-Teller be- 
cause of its ease and speed of 
operation (6 minutes per 
week for an average class of 
40), and because it relieves 
them entirely of all financial 
and accounting responsibility. 
You should know more 
about this modern school- 
banking plan. Ask for our 
booklet on ““The Auto- 
Teller in the Schools” and 
receive it by return mail. 
No obligation, of course. 


NATIONAL AUTOMATIC TELLER CORP. 
215 Fourth Avenue, New York, N. Y. 
410 Broadway, Utica, N. Y. 


A Service to You 


The Burroughs Clearing House 
is sent to you and 54,093 other 
bank officials in the United 
States and Canada as a service 
—without obligation to you. 
The Burroughs Clearing House 
is edited by Burroughs, printed 
by Burroughs, and distributed 
by Burroughs, but doesn’t discuss 
Burroughs. 


The Burroughs Clearing House 
is devoted wholly to banking. 


Was the Certificate Due? 


“Lend the X Corporation $10,000 
and we'll deposit that amount in your 
bank on a certificate of deposit,” the Y 
Corporation suggested. 

“Yes, if we can put in the certificate 
that it’s not payable till the loan is 
paid off,” the bank proposed. The Y 
Corporation agreed, but sued the bank 
on the certificate before the loan was 
liquidated. 

‘‘We’re not bound by any transac- 
tions between you and a third party,” 
the Y Corporation argued, but the U. 
S. Circuit Court of Appeals ruled in 
favor of the bank.—M. L. Hayward. 


In writing to advertisers please mention The Burroughs Clearing House 


THE BURROUGHS 


When the Town Clock 
Strikes 


(Continued from page 18) 


Click! Something snapped in the 
troubled brain, and, suddenly, Sherill 
and his bag of tricks seemed trivial. 
Dicky was all right, then! Let the 
oily stranger come and he’d give him 
the answer. Ha! Ha! Ha! Funny 
way the fellow had putting on that 
lightning disguise. Blue coat one 
minute, gray coat the next; smooth 
face a second ago, now he wears 
whiskers! Ha! Ha! Ha! As the strain 
loosened the laugh grew less hysterical, 
and Roger Quinn moved to his favorite 
place at the side-rear window where he 
stood looking out upon the people, 
some of whom were gathering their 
broods together for the homeward 
trip, while others discussed the crops, 
that unending topic wherever farm 
folk gather. 

He was standing there when the man 
with the black bag returned. Quinn 
did not wait for him to speak. 

“T’ve decided to reject your offer,” 
he said shortly. 

As the man noted the set of the 
shoulders along with this firm state- 
ment, a look of fear grew in his eyes. 

‘*“You needn’t be afraid,”’ said Quinn. 
‘I’ve given you my word not to speak 
of the matter or of you—but get out 
of my sight! Quick! Get out! I 
didn’t promise not to beat you into the 
earth! Get out before I do it!” 

As the fellow slunk out, the tension 
relaxed again, and Quinn laughed 
naturally and easily. He went again 
to the window and again looked out 
upon the people, his friends. A mist 
grew before his eyes, so that it was 
hard to pick one from the other. 

“We'll pull through some way,” he 
murmured. “These folks are sound; 
they’ve never let me down yet and 
they won’t now. We'll pull through 
some way—or if not we'll go down 
clean.” 


HEARTENED by some strange force 
within himself, born of his very 
strength of soul, Roger Quinn took up 
the neglected tasks of the day while 
awaiting the coming of Milton Bell. 
What that hour would bring forth lay 
on the lap of the gods—who is this, 
now, coming in? Ah, two of the 
scouting directors. They came in 
noisily to the accompaniment of three 
heavy strokes of the mighty gong 
above the city hall. 
“We've got a little, Roger,”’ one said. 
“Managed to get that man Westerberg 
to sell a bunch of cows and we had the 
buyer right with us, so here’s the check 
—twenty-one hundred; then Merrihew, 
over on Possum Creek, has_ been 
turning heaven and earth to refinance 
his loan and just got a deal through in 
the city, so we'll have eleven hundred 
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more from there Monday. That’ll 
make thirty-two hundred off the loans 
and that much more in the cash. How 
about Bell, has he been in yet?” 

“}ixpect him most any minute, now. 
You've done well, boys—a good day’s 
work. Nearly enough to meet Bell’s 
withdrawal. Oh, here he comes now. 
Who’s that with him?” 

The director who had spoken peered 
at Milton Bell and another man who 
were entering at the front doors. 

“Why, that’s the man he bought the 
land of,’’ he said. ‘“S’pose he’s come 
along to take delivery of the cash or to 
get it in a draft or something.” 

“Mr. Quinn, meet Mr. Everly,” 
said Bell, then he introduced his 
companion to the others. ‘Mr. Everly 
is the man I bought that land from, 
you remember. I’m to pay him the 
last five thousand, and I had him 
come along with me. Somethin’ said 
he might just leave the money here; 
I told him he’d find this a good bank 
to do business with and wanted him to 
get acquainted. Now, I’ll write hima 
check if you’ll let me have a pen.” 

“I’ve heard of you, Mr. Quinn,” 
said Everly, a solid looking man of 
fifty or thereabouts. ‘“‘All I’ve heard’s 
been good, too, ’nd ’s I’m not any too 
well satisfied where I’m bankin’ now, 
made up my mind as we was drivin’ in, 
I'd just move it all over here, except, 
maybe, a little checkin’ account. I’ve 
still got most of the seventeen thousand 
Mr. Bell paid me for that farm, ’nd if 
it’s agreeable to you, I’ll deposit this 
five-thousand-dollar check and draw 
*bout ten from the other bank, too, so 
we'll start with fifteen thousand.” 

“We'd be glad to have the account, 
Mr. Everly,” said Quinn, struggling 
against an almost overwhelming tend- 
ency of his voice to quaver. “I’ve 
heard of you, too —and what I’ve heard 
has also been good, Mr. Everly. This 
is a very handsome deposit, but I’d be 
glad to have you on our books for any 
amount. We want more good men to 
do business at this bank —and —and 
we know that the only way we can get 
’em is to deserve to get ’em!”’ 

The banker suddenly busied himself 
with the details of pass book and 
Signature card. He couldn’t trust 
himself to say anything more. 


Sharing in the Guaranty 
Fund 


By M. L. HAYWARD 


““T’HE Butler Bank’s in liquidation,” 
the customer said. 

“Yes, in bad,” the Kansas banking 
commissioner agreed. 

“And I hold their deposit certificate 
for $857 payable in six or twelve 
months at 4 per cent.” 

“And you want to share in the 
guaranty fund?” 
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‘**That’s my idea.” 

“Sorry, but the rule is that only 
certificates bearing a definite maturity 
date can be considered,” the com- 
missioner informed him. 

‘‘Isn’t mine definite?” 

‘‘No—six or twelve is about as in- 
definite as it could be,” the commis- 
sioner objected. 

The Kansas Supreme Court, how- 
ever, ruled in favor of the customer. 

“The Court has no hesitancy in 
saying, however, that there is no un- 
certainty of a date of maturity when 
there is nothing lacking to its ascer- 
tainment but the simplest kind of a 
mathematical computation,” said the 
Court. 
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Particularly U. S. 19th Century 
Loose, on cover, or in collection— stuck away in 
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RAWERS that operate 
at a touch, with velvet 
smoothness—¢greater filing ca- 
pacity per unit—unusual fire 
protection—and no wearing 
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out, beautifully and richly fin- 
ished in baked-on enamel, 
Allsteel Files—like the entire 
Allsteel Office Equipment line 
—guarantee you permanent 
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About the Chicago Money Market 


(Continued from page 11) 


and the checking accounts in the 
member banks have increased. 

Further emphasis of the position of 
the Federal Reserve bank in the 
Chicago market is evidenced by the 
handling of more than one billion of 
discounted bills in 1924 and more than 
two billion in 1923; the handling of 
more than one and a half billion of 
currency each year; twenty-three 
billion in checks and eighteen billion 
wire transfers. The seasonal character 
of the operations of the bank are 
perhaps indicated best by the loans. 
In 1924 the peak of the loans came 
January 2 at $104,800,000 and the low 
point for the year October 15 at 
$27,103,000. 

Up to the present the reserve ratio 
has not been of any service as an 
indicator of business activities. For 
the most part since 1920 the banks 
have had so much cash and the Reserve 
bank’s ratio has been so high that the 
seasonal or other fluctuations have not 
had any appreciable influence upon the 
market. In the same way the Reserve 
bank’s discount rate has followed 
rather than led the adjustment meas- 
ures bankers have taken to manage 
their financing of business. When 
business is again adjusted to the 
volume of cash, and reserves are scaled 
down to the requirements for normal 
activities, the ratio and discount rate 
may be very effective instruments in 
the Chicago markets. 


The Commercial Paper Market 


No accurate statistics or estimates 
of commercial paper handled in Chicago 
are available but the volume handled 
by bankers, commercial paper houses, 
bond houses, bill brokers, finance 
companies and the Federal Reserve 
Bank is enormous. The supply of, 
demand for and rates on commercial 
paper afford one of the best barometers 
of business conditions. 

Unfortunately, Chicago does not 
know very much about this phase of 
its market as most of its bankers 
follow the New York market as a guide. 
The New York market is not, however, 
a guide to the Chicago market, despite 
the fact that New York is the largest 
money market in the Americas. Some 
of the differences are the fact that the 
volume of short term commercial 
paper in the New York market is larger 
in proportion to the total commercial 
paper business; that the demand for 
call loans in New York is relatively 
larger in proportion to the total volume 
of bank loans; that ten to thirty days 
paper in New York is a relatively 
larger proportion ofthe total com- 
mercial paper business than in Chicago. 
The dominating rate in New York is on 
sixty to ninety days paper while in 
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Chicago the dominating rate in the 
commercial paper market is on four 
to six months paper. Chicago handles 
a small volume of foreign commercial 
paper while in New York the volume is 
relatively much larger. New York 
has a money post for call loans and 
Chicago does not. The whole com- 
mercial market of New York is or- 
ganized, but the Chicago market is not. 
The needs for constructive work on the 
machinery of the Chicago. money 
market are still large and afford a 
great opportunity for service. 


The Investment Market 


The Chicago investment market 
could be organized and expanded with 
greatly increased advantages to Chi- 
cago bankers, business men and the 
middle-western public. For want of 
space we will mention only the Stock 
Exchange. Most of the stocks bought 
by middle-western investors and specu- 
lators are not listed on the Chicago 
exchange. These shares are bought by 
Chicago brokers or representatives of 
New York brokers in Chicago through 
New York. This is perfectly satis- 
factory business but if these same shares 
were listed on the Chicago exchange 
also, the market for them would be 
much larger, because people buy what 
they see and can learn about. New 
York buyers place their orders in the 
New York market and not in London 
because they see the quotations and can 
learn something about the New York 
offerings more quickly. In the same 
way Chicago is the middle-western 
market and the public in this territory 
does not have the interest in securities 
listed on the New York exchange that 
they would have in securities listed on 
the Chicago exchange. Further devel- 
opment of the Chicago securities ex- 
change would broaden the market, 
accommodate the public, and increase 
the business for banks and _ trust 
companies. This is only a mere men- 
tion of a field that is large and fertile 
with opportunity. All the other ex- 
changes in Chicago or out of Chicago 
play their part in contributing or 
failing to contribute to the develop- 
ment of a satisfactory money market 
for the Middle West. 


Foreign Exchange in Chicago 


The import and export business in 
the Chicago district is enormous. It 
includes grain and foodstuffs, packer’s 
provisions, merchandise made up of 
raw and manufactured goods of all 
kinds in the district. Only a small 
portion of this trade is financed from 
Chicago. The development of the 
foreign exchange market in Chicago 1s 
bound to come with time. It is slow 
because Chicago bankers do not have 
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the proper contacts with foreign money 
markets, and their domestic business 
has been so large that little attention 
has been given to foreign exchange 
relations. In addition, the communica- 
tion facilities between Chicago and 
foreign markets are inadequate. As 
time improves the means of com- 
munication with foreign markets, the 
opportunity for developing the foreign 
money market of Chicago will perhaps 
be taken advantage of by the banks. 


Money Fates 


The rates for demand money and 
discount rates are higher in Chicago 
than in New York. In 1923 demand 
money in New York ranged from 4 to 
5%; in 1924 from 2 to 4%. In Chicago 
the rates ranged from 5 to 6 and from 
4 to 5 respectively. At the same time 
money was relatively more plentiful in 
Chicago than in New York. What 
Chicago lacked was organized markets, 
a money post and improved technical 
marketing accommodations for the 
middle-western public. Despite the 
agricultural and industrial character- 
istics of the Chicago district, there 
would be no justification for the 
sluggish money market if the proper 
organization existed and skillful dis- 
crimination were used. 

Discount rates in the Chicago market 
are very sluggish. They move slowly 
and generally after the market has 
forced the movement. The rates are 
therefore no guide to the market at 
the present time. This condition 
certainly could be remedied with more 
information about the Chicago market; 
a development of underwriting and 
syndicating from Chicago, listing of 
securities of interest to people in 
Chicago as well as to New York; and 
an adjustment of the market so that 
the demand for money and the supply 
of money could feel the competition of 
each other more readily. The difference 
between Chicago and New York rates 
for equal risk and on the same grade 
and quality of paper should never be 
more than the cost of transfer. 


The Agricultural Market 


Chicago is the logical financial center 
for the agricultural empire of the 
Middle West. It is without question 
the world’s largest market place for 
agricultural products. Among the 
markets for agricultural products in 
Chicago are the Board of Trade for 
grain and provisions, the stockyards 
for live stock, the butter and egg 
exchange, the hay exchange, the cotton 
exchange and the numerous produce 
exchanges, including markets for fruits 
and vegetables —these latter markets 
are all best known by the name “‘South 
Water Street.” Space will not permit 
comment upon these or even upon 
Chicago as a market place for farmers’ 
commercial paper, or upon the facilities 


NOT BE OPEN 
THURSDAY. NOV. 2 4TH a They are attractive, well made 


Day 
Lecat Howipay 


LARK Changeable Boards are 
made in styles and sizes to 
fill every need of the modern 
bank, from large signs for lobby 
displays to the small desk signs. 


and easy to change. Let us send 
you full particulars and prices. 


Ask for Complete Catalog 


R. W. CLARK MFG. CO. 


1774 W. Wilson Ave., Chicago, Ill. 


Souvenir 


To Build Good Will, 
Make Money, for You 


Thousands today use it 


IDEAWAKE men have found big 

profits for their businesses with the 

Autopoint Pencil—as attractive and 
snappy a number as has ever been offered. 
This is the cream of all mechanical pencils. It 
is beautiful to look at, strong and long wear- 
ing, with but two moving parts—nothing 
complicated to go wrong. 


Today thousands of the biggest manufac- 
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dependability 


The safety prop- 
erties of National 
Safety Paper do not 
vary—one sheet is 
as sensitive to al- 
teration asthe next. 
This is impor- 
tant, for it assures 
you that your pro- 
tection is uniform- 
ly dependable. 
Furthermore, 
National Safety 
Paper is unaffected 
by age or atmos- 
pheric conditions. 
This has been 
proven by paper 
tested 33 years after 
its manufacture. 
Specify National 
Safety Paper—the 
standard form of 
check protection— 
to your stationer, 
printer or litho- 
grapher. 
George La Monte & Son 


Founded 1871 
61 Broadway, New York 


and scope of the business of the farm 
mortgage banks. But all these are a 
part of the effective demand for money 
and credit and thus play a distinctive 
role in determining the conditions of 
the Chicago money market; and the 
money market is inevitably the key to 
the activities of the commodity markets. 

The demands made upon the Chicago 
money market by the rapidly growing 
industries can be shown best by sum- 
marizing the successful financial ex- 
pansion of Chicago industries during 
the lean years from 1921 to 1923 when 
industrial expansion in many parts of 
the country was on the decline. 

The output of Chicago industries 
gained $1,000,000,000 in the period 
from 1921 to 1923, a gain of 33 per 
cent. This was revealed by the official 
census figures for 1923. 

The number of industrial establish- 
ments was 9,334, as compared with 
8,860 two years before; the wages 
paid were $571,724,743, as against 
$444,053,737, and the value of prod- 
ucts was $3,323,341,460, as compared 
with $2,485,819,374. 

While the difference in these figures 
is slightly less than $1,000,000,000, the 
report does not include large plants in 
the Chicago industrial district, but 
outside the city limits, which the as- 
sociation estimates will easily make 
up the difference and show an increase 
for the metropolitan district of more 
than $1,000,000,000. 

The largest percentage of gain is 
464 per cent, shown by card cutting 
and designing; musical instruments 
gained 331 per cent; machine tools, 
258.7 per cent; cotton goods, 253 per 
cent, and engraving, chasing, etching, 
and designing, 198.5 per cent. 

Slaughtering and meat packing leads 
in value of production at $514,666,667, 
an increase from $452,671,889. The 
next largest item is men’s clothing, 
with a production of $170,497,452, as 
compared with $165,429,346. 

Next comes foundry and machine 
shop products, with a total production 
of $161,446,868, as compared with 
$91,981,082. The value of printing 
and publishing, book and job. was 
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$129,998,603, an 
$126,517,808. 

Electrical machinery $127,308,433, 
an increase from $74,114,877. 

Iron and steel (steel works and roll- 
ing mills) $117,160,800, as compared 
with $50,514,377, a gain of 131.8 per 
cent. 


increase from 


Needs of the Market 


In a brief article it is impossible to 
enumerate even the many aspects of 
the Chicago money market. My aim 
has been to point out some of the more 
important phases. 

Among the needs of the market 
which occur to me offhand are: 

1. Further development of the 
Stock Exchange. 

2. <A bond listing and trading di- 
vision of the exchange to meet the 
needs of middle-western investors and 
traders. 

3. A development of trustee and 
transfer services by Chicago trust 
companies for middle-western and 
western industrial, railroad and public 
utility securities. 

4. A money post. 

5. Accommodations for middle- 
western customers at a rate as low as 
they can get in New York. 

6. Organization and development of 
the open market for commercial paper. 

7. Better economic, financial, and 
business information and statistics in 
the Chicago market. 

8. Foreign branches of Chicago 
banks in both the eastern and western 
hemispheres and South American 
countries. 

9. Development of foreign trade 
financing and the foreign exchange 
market. 

10. Improved communication serv- 
ices between Chicago and foreign 
money markets. 

11. Closer co-operation with the 
Federal Reserve Bank and the develop- 
ment and adjustment of its services to 
meet conditions. 

12. More co-operation between 
bankers and business men in the 


_ endeavor to develop Chicago’s money 


market. 


Ways of the Credit Department 


(Continued from page 14) 


of the account, and should briefly 
emphasize favorable and unfavorable 
facts. It should also prominently 
indicate commitments that the bank 
may have decided upon and repay- 
ment understandings with the cus- 
tomer. Particularly favorable features 
may be underlined in blue and un- 
favorable in red. This summary form 
should be so designed that the loaning 
officer does not have to “paw” through 
the folder, but can be confident the 
important factors are all before him. 
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The value of this style of summarizing 
is particularly evident in the absence 
of the customer’s regular loaning 
officer when another man waits on the 
customer. 

A day before the maturing loan 
comes before the discount committee, 
the credit folder with a notation of the 
amount of the loan, should be left on 
the loaning officer’s desk. If material 
in the folder is not current, it should 
be brought up to date or the fact that 
it has not been brought up to date 
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shou!d be pomtea out to the officer. 

In making trade checkings, a credit 
exchange bureau’s report may be ob- 
tained, or names may be secured from 
the borrower from cancelled checks 
and from direct inquiries. Usually 
both methods are used and a list 
accumulated. Requests for trade in- 
formation are sent out to all names in 
the file even though they have not 
been shown as creditors on the latest 
statement. Where answers are numer- 
ous, they need not be filed in the credit 
folder proper, but merely summarized 
and the actual letters kept in a separate 
folder or in the general files. 

Inspection of checks issued and of 
larger checks deposited may be made 
to tell a considerable story. 

On an important name, particularly 
one that is selling paper on the open 
market, it is well to work out a model 
answer to inquiries and keep it in the 
credit folder. It is then only necessary 
to note thereon the date and the name 
to whom sent. The model answer 
requires careful attention to make sure 
that conditions have not changed. A 
special letter should be written without 
hesitancy, when the source of the 
inquiry is such that it needs and is 
entitled to more information. 

On half or more of the names in the 
credit department there will be only 
one or two sheets, not enough to war- 
rant a folder. A miscellaneous folder 
should be kept with every guide card. 


OONER or later also it will be 

necessary to havea dead file. There 
should be, however, a control from 
which cards are never transferred, 
showing every name on which there 
is any information in active or dead 
files. This file should also contain 
cross index cards, such as on officers 
of corporations, partners, subsidiary 
companies and the like. A card should 
never be taken from this file. The 
date of the last statement and of the 
last agency report may be posted to 
these cards. A card size as small as 
possible may be selected. By using 
special ledger index stock which is 
considerably thinner than so-called 
“card stock,” and by splitting a three 
by five size in half, making it three 
inches high and two and three-eighths 
inches wide, it will be found that a 
great deal of capacity can be con- 
densed into a very small space. Another 
system is to keep a reference sheet in 
the live file. 

In addition to covering their own 
customers, large city banks find it 
advantageous to include in the file such 
information as comes their way on 
other businesses located in their ter- 
ritory. Thus, newspaper articles, rec- 
ords of mortgages, records of suits and 
judgments, and the like may be filed. 

The handling of inquiries is at the 
least a source of considerable expense. 


TRADE 


Jollewang revelation was wnammonity 
Ocrossa 10 TO 12, 1923 passed by the 


of Post Office Clerks 
7 


it 


i 
i 
iy 


unread of the Bont trea 
sad ond the to 
Avoids the necessity of bolding the 
been eaceaded by the quastity 
as 


and recommend vee 


PA. 


The act of Congress extending the Permit system to First Class 
Mail, which made “Metered Mail” possible, was to provide 
needed Post Office relief. “Metered Mail” is endorsed by 
Postal employees’ organizations. Because it aids the Postal 
service and cuts Postal expense—thereby speeding your mail 
and reducing your taxes—it warrants your consideration. 


The privilege of using “Metered Mail” is granted by Post 
Office Department license to any reputable, well-established 
mailer. Hundreds of nationally known business institutions in 
a wide variety of commercial lines are enjoying its advantages. 


Many distinct and unusual benefits result from the use of 
“Metered Mail” — actual savings in time and labor in addi- 


tion to speedier deliveries after mail leaves your office. 


Just a line to us on your letterhead will bring to your desk 
fac-similes of letters from concerns in yourgand kindred lines 
in which they describe how they have applied this new Postal 
system, knownas “Metered Mail”, to the handling of their mail. 


The Postage Meter Company 
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Unlimited Luxury 
at Limited Cost 


1200 Rooms With Bath ~— 475 Rooms at $4 and $5 


Guests of the Boox-CapiLLac pay no premium for 
the superlative comforts and service they enjoy at 
Detroit's finest hotel. 

Exceptional facilities both in number of guest rooms 
and in the wide variety of restaurants allow an un- 
usual combination of quality and low price. 


Sample Rooms $5 and $8 Per Day 
Sos $1.25 Luncheon and $2.00 Dinner served in English Grill 
nd Blue Room. Club Breakfast, 85c and $1. Eighteen shops and 


Sealers office in building; Barber Shop and Beauty Parlor 
operated by Terminal Barber Shops; Private Conference Rooms. 


HOTEL COMPANY, DETROIT 
ROY CARRUTHERS, President 


WASHINGTON BOULEVARD AT MICHIGAN AVENUE 
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The practice, if the inquiring party is 
another bank or a customer, is to write 
a letter giving as definite and as 
complete information as is available. 
In many cases a special investigation 
will be made, of course, without charge. 
As in such letters there is often a free 
expression of opinion, most banks have 
printed on the top of credit depart- 
ment letterheads, a clause stating that 
the information is given in response to 
a request and is an opinion only, and 
is furnished without liability to the 
bank or to the writer. 

In replying to wholesale houses that 
have used a printed inquiry form 
without giving their own experience, 
it is probable that if a letter is written 
in reply it will be considerably shorter 
and more general in its terms than that 
written to another bank. Bank men 
consider this necessary as they do not 
feel justified in broadcasting confi- 
dential figures given them by their own 
customers. Where the inquiry indi- 
cates that it is of a purely routine 
nature and the amount of credit to be 
extended is small, it may be possible, 
though not all bank men approve of 
the practice, to use a series of four or 
five rubber stamps, saving both time 
and expense for the bank and giving 
sufficient information for the purpose 
of the inquirer. Many of the inquiries 
from retail establishments and hotels 
come in this class. 


ig IS probable that twenty or thirty 

model letters or paragraphs will cover 
80 per cent of the outgoing correspond- 
ence. The credit man merely needs to 
indicate the number of this stock letter 
and it can be typed without dictation, 
ready for his signature. These model 
letters when originally drafted are 
carefully polished and ordinarily are 
better than a reply dictated on the 
moment. Follow-up requests, answers 
on non-borrowing small accounts, re- 
quests for trade data, all may come in 
this class. Carbon copies are eliminated 
by noting the number of the letter used. 

Commercial paper is sold by the 
brokers to the bankers on a ten- to 
twenty-day option. This enables the 
bank to make credit checkings and, if 
not satisfied, to return the name. 
Checking consists of a thorough analy- 
sis of the statement. Then requests 
for an opinion are sent to the de- 
pository banks, to another bank or two 
in the same city where the borrowing 
concern is located, and to the credit 
departments of correspondents in 
central reserve cities. Credit depart- 
ments of the larger city banks have 
already in their files, checkings on 
many commercial paper names. In 
addition there are special agencies that 
specialize in this field. 

No article on the credit department 
would be complete without mention of 
the various ratios worked out by 
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Alexander Wall. These ratios are being 
used in a gradually widening circle of 
banks. As flags that indicate trends of 
the business, they have been found 
valuable. 

The Robert Morris Associates, the 
organization of bank credit men, has 
prepared a considerable list of ‘100 
per cent” statements. These state- 
ments cover different lines of trade 
and show the average percentage for 
each of the balance sheet items in that 
particular line of business. The in- 
formation is gathered from a reasonably 
wide number of statements, bank credit 
departments co-operating in this work. 
These, together with studies of cost 
such as have been made by the 
Harvard Bureau of Business Research, 
monthly indices of business issued by 
the Department of Commerce and 
showing trends in particular lines, and 
others, are useful in comparison to a 
particular borrower’s statement as they 
bring attention to items that are out 
of line. 

Wherever it can be done, the bank 
should set a tentative credit line for 
regular borrowers. The customer may 
be told frankly the amount of his line. 
He is thus enabled to plan his finances 
with assurance. In some cases it is not 
thought advisable to tell the borrower 
his limit at the bank. Whether told 
to the customer or not, a limit enables 
quick decisions to be made on any 
requests for credit up to that point. 
Any credit line, barring the cases in 
which there is a special agreement, is 
subject to revision at any time. 

On the lines that merit particular 
attention, monthly figures should be 
secured. A copy of the trial balance 
can be furnished by the customer with 
but little trouble and serves the purpose 
of this monthly check-up. The bank 
can see how sales are going and how 
accounts receivable, accounts payable, 
and other liabilities are varying since 
the date of the annual figures. 

Credit folders are ordinarily revised 
about once a year. Most banks do 
this on their regular customers as a 
matter of routine, mailing out blanks 
each year requesting statements and 
using a follow-up system to see that 
they are received. Other banks ask 
for statements only as loan requests 
are received. On firms that have a 
fiscal year, a tickler may be kept so 
that statement forms will be mailed 
at the proper season. 

When monthly figures are not ob- 
tained, many credit men like to secure 
two statements a year, one taken at 
the low point, usually at the close of 
the fiscal period, and one taken at the 
peak or when the business is most 
expanded. 

The way to know what an efficient 
credit department is worth is to do 
without one —and add up the charges 


against the undivided profits account. 


Said a Collins Client 


to a Brother Banker ~ 


“There may be others ‘just as good’ as Collins 
but we do not know where to find them. They 
will give you more than you will expect from 
the salesman’s talk. Our deposits have increased 
25% in the last year and the result appears to 
have only begun. The increase in good-will is 
very noticeable. 


“If you will be fair and frank with Collins you 
will soon be convinced that they know their 
business and yours, too.” 

(Name on request) 


THE writer of this letter recognizes the skepticism so 
common among bankers regarding the claims of 
advertising salesmen. Even when investing in Collins 
Service this client had some doubts about the wisdom 
of his move. But not now! 


If you are undecided what to do about your 
advertising this client’s simple, sincere answer to a 
question of a brother banker may help to clear the 
atmosphere. 


Then, too, the fact that Collins is the largest 
organization in the country devoted to bank deposit- 
building will have some weight. For leadership in 
any line comes only with high-class service. 


You will not find us making any extravagant 
claims—we prefer that you should be agreeably 
surprised at how much better Collins Service is 
than you expected. 


Send for folder “What Does Experience 
Mean to You?” Free upon request. 


THE COLLINS SERVICE 
232 Columbia Avenue 
PHILADELPHIA 


In writing to advertisers please mention The Burroughs Clearing House 
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VERTICAL- EXPANDING 


FILE POCKETS 


are especially constructed to 
overcome and eliminate those 
filing evils that cause un- 
necessary delays in filing and 
finding, and lost papers. Over- 
crowding, the cause of most 
filing trouble, is completely 
eliminated through the expan- 
sion feature of Vertex Pockets. 
As the papers increase the 
pocket expands, always stand- 
ing upright in the cabinet with 
the index tab in plain view. 


Vertex Pockets can be used in any 
vertical filing system. No changes 
are necessary. They are made of 
“Paperoid,” a tough, durable Hemp- 
Rope siock that will outlast twenty 
or more ordinary manila folders. 


FREE 


The coupon 
below will 
bring you a 
trial sample 
VERTEX Pocket. 
Send for it 
today. 
Please send for examination and a free sample of 


trial 
BUSHNELL’S *‘ Vertex’ id File Pocket, as 
in September Burroughs Clearing House. 


Name of Firm 


Address 


Name of Person Inquiring 


Letter size or Legal size desired? 


ath special size { sample of sheet to be 
give width of of drawer 


~ Alvah Bushnell Co., Dept. C. 
933 Filbert Street Philadelphia, Pa. 


THE BURROUGHS 


Where Are the Profits Going? 


By FRANK LOOMIS BEACH 


HERE are the profits going? 

This has been a problem with 
many banks during the past two 
years of low interest rate and heavy 
charge-off. In an attempt to obtain 
some information that would be helpful 
in solving the problem, a questionnaire 
was sent to all of the member banks in 
Group One of the Oregon State Bankers 
Association. Portland was excluded, 
leaving mostly banks in small towns, 
with deposits ranging from half a 
million to two or three million dollars. 

The answers were based on 1924 
figures. Where the percentage of time 
deposits was under 30 per cent or over 
60 per cent, the answers were not used 
in compiling the statistics. The average 
time deposits compared to the total 
deposits in the group considered was 
45.37 per cent. 

Where the percentage of time deposits 
is larger, the tendency is for the labor 
and stationery items to be smaller in 
proportion to the gross income, while 
the item of interest on deposits in- 
creases. 

Stated in per cent of gross income, 
the average expenditure for the banks 
considered was as follows: 


Per cent 
Salary and Wages.............. 27.7 
Stationery and Printing. . 2.2 
§.7 
Insurance Expense.............. 1.3 
Interest on deposits............. 27.1 
Other interest paid.............. 2.4 
6.0 
6.0 

100. 


Taxes almost equal the amount 
earned for stockholders. Losses charged 
off were over two times as great as the 
net earnings. 

The question of a minimum bal- 
ance service charge for country banks 
is one that is now receiving a great 


deal of attention on the part of the 
Oregon bankers and on the part of 
banks generally throughout the coun- 
try. From the questionnaires returned, 
expenses were apportioned between the 
commercial and savings departments 
and the expenses of the commercial de- 
partment distributed on a per-account 
and a per-check basis. 

Three figures were obtained for cost 
analysis purposes. First, the total 
expense of the commercial department. 
Second, the total number of active 
checking accounts. Third, the total 
number of checks made against the 
accounts during the year. 

In this type of cost study there is 
always room for difference of opinion 
as to how the total expense should be 
distributed between the number of 
accounts and the checks paid. The 
decision has to be somewhat arbitrary. 
In this case it was decided that a flat 
charge of 15 cents should be made 
against each account for the purpose of 
distributing the expense. 
cents a month or $1.80 a year was 
multiplied by the number of accounts 
and the total expense thus distributed 
was deducted from the cost of the 
commercial department. The balance 
was then divided by the number of 
checks paid against accounts, giving a 
cost per check of 5.4 cents. 

When these figures are applied in an 
account that has 20 checks a month, 
the cost is found to be $1.23. The 20 
checks at 5.4 cents each amount to 
$1.08 to which must be added the 15- 
cent flat charge. 

To be of the fullest value, studies of 
banking cost should cover a period of 
years and it is important that the 
accounting system and methods of 
classifying expenses be uniform among 
all of the banks considered. It was 
felt, however, that the questionnaire 
method at least established a starting 
point from which a bank could study 
its own expenses. 


Growing Things Need Cultivation 


By T. D. MacGREGOR 


OW do we help anything to 
grow? 

Isn’t it by planting it well and by 
watching over it with care, giving it 
good soil and sufficient moisture, light 
and air? 

It’s no different with a bank. 

For a bank to enjoy a _ healthy 
growth it must be a sturdy youngster 
to start with. They say that one of 
the first steps toward being a strong 
individual is to choose your parents 


In writing to advertisers please mention The Burroughs Clearing House 


well. So a bank when it starts out 
should have a backing of men and 
money sufficiently strong to enable it 
to pass successfully through the trying 
times of infancy. 

It must be planted where there is 
room for it to grow. It should not be 
crowded in where the field is already 
thoroughly occupied or where the 
population is too sparse to support it. 
The moisture is the sweat of the brow 
of the hard-working officers. The light 
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is the light of publicity, and the air is 
the atmosphere of genuine courtesy 
and helpfulness that should radiate 
about the place. Only live things 
grow; so at the very beginning we 
must assume that your bank is a live 
one or it can not be helped to grow. 

Mere advertising in the ordinary 
sense of the term is not in itself all 
sufficient to make a bank grow. Back 
of the advertising there must be the 
ability and the willingness to serve 
customers, a realization that the in- 
terests of a bank and those of its 
depositors are truly mutual—what 
helps the one is sure to benefit the 
other, and what is detrimental to one 
can not but injure the other. 

The Good Book admonishes us, 
“Let him that is greatest among you 
be your servant.” The kind of al- 
truism or “otherism” that appears to 
animate the modern banking institu- 
tion is a selfish unselfishness, if such 
an expression can be used. I don’t 
mean to say that a bank never offers 
service without hope of reward or that 
it never takes part in any great move- 
ment from purely unselfish and patri- 
otic motives. On the contrary, you 
undoubtedly know of many instances 
quite the opposite. 

A number of banks are giving radio 
crop market service to farmers in their 
territories. A typical case is that of a 
bank in Montgomery County, Illinois, 
which has a radio receiving set com- 
bined with a bulletin board. The 
manager of the township farm bureau, 
who is in charge of the live stock 
shipments for the farmers of his 
community, gets the radio market 
reports from the bank a little after 
nine o’clock every morning. He and 
the bank officers analyze the report 
and direct the cattle shipments ac- 
cordingly. 

By getting the market expectation 
of receipts for the following day it is 
possible for this bank and the farm 
bureau man to prevent their farmers 
from shipping cattle to an already 
flooded market. By holding ship- 
ments until a later time the farmers 
are able.to get a better price for their 
live stock. The bulletin board is in 
the lobby of the bank where farmers 
can study it at their leisure. This is a 
good way to make a bank the business 
center, to create good will and to make 
friends—all of which are business 
producers. 

In being a public servant the bank 
is best serving its own interests. To 
give a concrete illustration, consider 
the late James J. Hill, the Great 
Northern Railway and the First Na- 
tional Bank of St. Paul. In the grounds 
of Mr. Hill’s fine residence in St. Paul, 
where most millionaires would have 
had Italian gardens and_ spouting 
ornamental fountains, there was built 
a large and far from ornate greenhouse. 


This conservatory the great “‘Empire 
Builder’ used for experiments with 
different kinds of grains for the purpose 
of choosing the best for the use of the 
farmers in the territory of the Great 
Northern Railway. Mr. Hill also did 
a great deal along the line of develop- 
ing the best kind of cattle for both beef 
and dairy purposes. At his country 
place he had a herd of imported cattle 
which was his joy and pride. The 
results of his experiments in these 
directions Mr. Hill made public for 
the benefit of the farmers in his ter- 
ritory, and it goes without saying that 
they took advantage of it. 

Through the First National Bank of 
St. Paul, Mr. Hill inaugurated a plan 
of prize corn-growing contests, with 
an autumn corn show in the lobby of 
the bank, the exhibits consisting of the 
best specimens of corn grown in the 
various counties of the states traversed 
by the Great Northern Railway. The 
bank also employs an agricultural 
expert to devote his entire time to 
farm business of this nature, and by 
voice and pen Mr. Hill constantly 
urged the bankers and farmers of the 
Northwest to co-operate in the effort 
to improve agricultural methods and 
thus increase the productivity of the 
farms, and eventually the freight and 
passenger income of his railroads. 

Such constructive efforts serve to 
call attention to the new spirit of 
banking, summed up in the one word — 
Service. 

Country banks and bankers, north, 
south, east and west, are carrying out 
this idea of helpfulness in many ways, 
encouraging real thrift and _ better 
farming by organizing corn, tobacco 
or potato-growing contests, distribut- 
ing helpful literature, etc., according 
to the nature of the products of their 
region. 

The “Banker-Farmer” platform, as 
promulgated by the Agricultural 
Commission of the American Bankers 
Association, is as follows: 

Citizenship, 

Co-operation, 

Better Schools, 

Better Roads, 

Farm Demonstration, 

Soil Fertility, 

Better Tenancy Methods, 

Community Building, 

Farm, Home and Church, 

Rural Credits, 

Marketing and Distribution. 

Bankers are more and more realizing 
that constructive service for the benefit 
of the public in their communities is 
one of the best kinds of advertising. 
Banks in North Carolina are assisting 
the co-operative extension work in 
agriculture and home economics con- 
ducted by that state. 

By means of the “pig club” plan, 
the boys and girls in the rural sections 
are encouraged to raise pigs. The 
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BARNARD’S 
Bank Registers 


The Most Complete Line 
in the United States 


Bond Register 
Calculation Register 
Cashier’s Check ‘ 

Certificate of 


Deposit 
Certificate of 
Stock 
Certified Check 
Check 
Circulation “ 
Classified Loan 
and Discount 
Collateral 
Collection 
Discount 
Dividend 
Draft 
Exchange 
Foreign 
Collection 
Income Tax - 
Loan and 
Discount 
Loan 
Maturity 
Notaries 
Note 
Reconcilement ‘‘ 
Rediscount 
Taxable 
Interest 
Warrant 
Remittance 
Safe Deposit 
Safety Box 
Expiration 
Securities 
and many others— 
book for every need.’’ 


Samples and Prices 
Upon Request 


GEO. D. BARNARD 
STATIONERY CO. 
ST. LOUIS 
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URGL SYSTEMS 
COVER the Country 


O-B- “Me CLINTOCK COMPANY 


MINNEAPOLIS, - - 


A Whis pet-it Mouthpiece makes your tele- 
phone conversation private and forthe 
one wel gy: only to whom you are talking. 
Price $1.00. Live agents wanted. 


coLyTT LABORATORIES 
(8122) 
Chicago 


565 W. Washington Bivd. 


HOLLAND 


244 Fifth Ave., New York 


© 


Specialists in 


Advertising Company, Inc. 


Newspaper Advertising for Banks 
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agent in charge made this statement 
concerning the work: . 

“We have enrolled in the pig clubs 
of the state a large number of boys and 
girls, most of whom have pure-bred 
pigs which they are feeding according 
to the most scientific methods of swine 
growing. We are impressing upon 
these boys and girls especially the 
importance of giving the pigs a diversi- 
fied diet by growing for them green 
crops. We are also teaching them the 
importance of clean quarters and sani- 
tary precautions. 

“It is very inspiring to see the 
interest these boys and girls are taking 
in their pigs. One of the agents gives 
these quotations in his report: ‘One 
mother said, “My boy feeds his pig 
four times a day and has to see that it 
is asleep every night.’’ Another mother 
said, ‘I am so glad my boy is taking 
an interest in the club work; I want 
him to be a farmer, not a cotton 
grower.’ ”’ 

“‘We have two plans by which these 
pigs are furnished, the boy entering 
into a contract with the bank to this 
effect: First the boy is furnished a 
pig upon signing a contract to return 


to the institution two pigs not under 


eight weeks old, from the first litter, 
these pigs to be given to two other 
members on the same condition. The 
other plan is, that the boy give his 
note to the institution to be paid in 
the fall with 6 per cent interest. In 
both cases the bankers have agreed 
that if the pigs die because of some 
condition over which the boy has no 


- control they will cancel the notes or 


contracts.” 

A banker especially enthusiastic over 
the pig club work, says that the bank 
gets the benefit from the word-of- 
mouth advertising of the club mem- 
bers, the news comments in the papers, 
and from the fact that the habits of 
thrift developed by raising and selling 
the pigs, together with the close con- 
tact with the bank, make the children 
good prospects for the savings depart- 
ment in the present and good general 
bank customers for the future. 

A small-town banker in the State of 
Washington became convinced that 
the farmers of his district could profit- 
ably raise more cattle and sheep be- 
cause there was plenty of suitable 
grass and range for grazing purposes. 

So in his advertising space in the 
semi-weekly newspaper of his com- 
munity he decided to conduct a cam- 
paign of education on the subject. 
He sent to the Superintendent of 
Documents at Washington, D. C., and 
secured many of the bulletins on 
cattle and sheep raising issued by the 
Department of Agriculture. From this 
material he was able to prepare a good 
series of advertisements addressed to 
the farmers of the community. In 
each of the advertisements the bank 
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offere’ to lend money to any re- 
sponsible farmer for the purpose of 
adding to his live stock. 

An Idaho bank cashier obtained the 
names of 500 farmers receiving pay 
checks from a local beet sugar factory. 
Shorily before the check day he sent 
out to each of these farmers a fac- 
simile typewritten letter telling them 
of the safety and service of his bank, 
suggesting that they start a checking 
or savings account with their sugar 
check, but offering to cash it for them 
free in any event. As a result of this 
one letter he opened over thirty new 
accounts at his bank. 

A banker in a small town in northern 
Wisconsin keeps his mailing list up to 
date in this way: He puts each name 
on a separate card and keeps the file 
in the top right-hand drawer of his 
office desk —and there is quite a com- 
plete record of each individual on the 
card. Besides his name and _rural mail 
route there are facts concerning the 
size of his farm and his family, even 
his religion, politics and hobbies. By 
visits, conversations, reading local 
news items and in other ways, the 
information is kept up to date, and 
new cards are added from time to time. 
This file is not only used as a mailing 
list for advertising matter, but it also 
serves to build up this banker’s repu- 
tation for friendly interest in his 
depositors. When a farmer drops in 
for a business chat the banker slyly 
fingers through his file till he picks out 
the right card and then with it lying 
before him on his desk, out of the 
visitor’s range of vision, the banker 
astonishes the caller by asking him 
if son John is going back to the Siate 
Agricultural College this fall, if Susie 
got entirely over the measles and how 
is the Ford tractor working? This is 
about the last word in system when 
you can reduce friendliness and neigh- 
borliness to an alphabetical card file. 

A rural bank cashier in the East 
owns a Ford automobile and an East- 
man kodak, both of which he uses in 
pushing the business of his bank. 
Saturday afternoons he rides around 
the country and gets acquainted with 
his parishioners, so to speak. He takes 
snapshots of their homes, barns and 
blooded stock, to say nothing of their 
children, and he takes care that they 
receive prints of the pictures free. He 
talks over the crop prospects and 
makes himself as agreeable as a poli- 
tician looking for votes. This has its 

inevitable effect in creating good will. 


Her Point of View 


BANKER: “Look here!, You are 
wasting too much time on your 
personal appearance.” 
Steno: “It’s not wasted. I’ve only 
been here six months, and I’ve already 
had proposals from the head book- 


Forty-five 


‘‘Sealometer’’ is the latest improved metered mailing ma- 
chine. Seals, postmarks, feeds and stacks automatically 
250-275 per minute. INTERNATIONAL POSTAGE METER 
approved by the United States Post Office Department. 


Single Feed Check Endorser 


(Electric Drive) 


Improved Junior Model 


The “Junior” may 
be operated in con- 
junction with adding 
machine for listing 
and endorsing at the 
same time. Novel 
arrangement to lock and re- 
lease die and automatic type 
changing control, saves time, 
lossof typeand soiling ofhands. 


Automatic Quantity Feed Check Endorser 


MODEL “‘K”’ 


Capacity— 
250 Checks 


per minute 


Hand 
Engraved, 
Hardened 
Steel Die, 

Changeable 
Dates and 
Batch 
Numbers 


THE INTERNATIONAL POSTAL SUPPLY COMPANY 


OF NEW YORK 
Established 1885 


634 Prospect Place, Brooklyn, N. Y. 


HENRY KASTENS, 422-424 W. 27th St., New York City, N.Y. 


keeper and cashier.’”’—London Opinion. 


Prints AUG 28 1917 3 43 PM 
Facsimile imprint 
in 350 New Accounts! 
KAST E N S And increased deposits from regular customers, 
were secured easily for an Ohio bank, by using 
TIME imprinted Eversharps as an added inducement. 
They last for years—the finest kind of ad- 
STAMP vertising—permanent and personal, with no 


waste circulation. 
Avoid disputes and 


errors. This is a 
time stamp built for 
long service and 
economy, smooth, 
quick and accurate 
in action. 

Catalog? Yes, an 
interesting one, too! 
Send for it now. 


Inquire of your Stationer, Ad- 
vertising Specialty Agent, or 
direct for prices and samples. 


Industrial Sales Department 


THE WAHL COMPANY 
1800 Roscoe Street CHICAGO 


EVERSHARP WAHL PEN 
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OUR best credit risk—your most desir- 

able customer—is the man who can 
prove his right to a loan by handing you an 
accurate, up-to-date financial statement. 
What would it be worth to you if all your 
customers could doit? How much guessing 
could youavoid? How muchtimecould you 
save? How many losses could you prevent? 


The thousands of men who use the 
Burroughs Simplified Accounting Plan— 
an easy method based on the principles of 
bank bookkeeping—are always ready to 
show their bankers clear, verifiable state- 
ments of their financial condition. If you 
are interested in hearing more about this 
plan, we shall be glad to give you complete 
information. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


ADDING - BOOKKEEPING »- CALCULATING AND _ BILLING MACHINES 
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Simple Binding Mechanism 
Release two handy levers, one on each cover of this new Proudfit 


binder, and any sheet in the book can be taken out without disturbing 
the rest of the leaf body. 


Sheets slide easily over the bands that hold them in place and it is 


equally as simple to insert a new leaf. The operation requires only a 
few seconds. 


This is only one of the many time-saving features of proudfit binders 
which enable the bookkeeper to concentrate on the work at hand. 


Loose leaf devices of all kinds. Agencies in all principal cities. 


PROUDFIT LOOSE LEAF CO. 
17 Logan Street Grand Rapids, Mich. 


You will Need a Roof Over Your Head 
As Long as You Live 


—and so will your 
depositors. 


Why not teach 
them to save for 
a home in a— 


“REAL 
HOME 
BANK” 


Dimensions: 3%" long, 2%" deep, 234" high 


Made now in assorted colors. 
Complete window service free. At- 
tractive and appealing because of 
its design. Durable—because of 
its construction. You have found 
the bank for you. 


Showing bottom with coin trap and lock Send for a Sample 


BANKERS THRIFT CO RPORATION 


2240 No. Racine Avenue, Chicago 


In writing to advertisers please mention The Burroughs Clearing House 


Is Banking a Dignified 


Profession? 


(Continued from page 9) 


“Tl pay your taxes and not charge 
you a cent,” he says, and lands a good 
customer. A few days later, he learns 
that his neighbor banker has clerked 
a large sale for one of his depositors, 
free of charge, and obtained the deposit 
of the proceeds. 

More often than not, the “‘shuttle- 
cock”’ account is a doubtful acquisition 
for any bank. Some depositors trade 
around from year to year, obtaining a 
concession now from this bank and now 
from another, as an inducement for 
transferring their accounts. Such de- 
positors will probably come to you in 
your turn, in any case; if they miss 
you, consider yourself lucky, for their 
accounts are usually liabilities. 

The county bankers’ association of 
Jasper County, in central Iowa, has 
recognized the importance of this 
problem, and at a meeting held early 
this year, a committee was appointed 
to draw up a schedule of charges for 
the various services which country 
bankers in that section are ordinarily 
called upon to perform. These services 
will vary widely in different sections, 
but small units, such as clearing houses 
and county associations, can meet the 
situation fairly, each for its own 
particular locality. The St. Croix 
County Bankers Association, of Wis- 
consin, has already taken similar 
action. 


ig IS an open question whether banks 

are not too numerous in the Middle 
West to return uniformly fair dividends 
to stockholders, even if the various 
institutions were operated on a strictly- 
for-profit basis, with all the evils of 
excessive competition eliminated. As 
it is, the list of banks in this section 
which have passed dividends from 
time to time in the past few years is 
indeed an imposing one. An investor 
who assumes the liabilities and re- 
sponsibilities of a bank stockholder is 
entitled to a good stiff return on his 
money, even if it means that the good 
depositor has to pay ten cents for a 
Chicago draft occasionally. 

Some of us remember with a mingled 
feeling of horror and longing the free 
lunch counter which was an established 
fixture in the well-conducted saloon a 
few years back. We will also recall 
that when national prohibition was 
instituted, the big question with those 
who spend their time worrying about 
the other man’s worries was, “‘What is 
to become of the bartenders?” As I 
contemplate the ever-growing list of 
free services extended by banks in the 
stress of competition, I often wonder if 
the problem was not solved by the 
induction of all the ex-bartenders into 
the banking profession. 


PRODUCED IN THE BURROUGHS PRINT SHOP AT 
DETROIT. MICH.. U.S. A. 4070-9-25-ABY 
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Above: General Reference Department J Pes Above: Stock Transfer Department 


Views of filing departments of the Union * 
Trust Co., Cleveland, Ohio, completely fur- 
nished with Library Bureau filing equipment. 


Left: Estates Trust Department 


Centralized files : + + that save valuable 
bank space and file-operating expense 


ILING expense is as much as 30% too high If you put your filing problems in our 
in many an otherwise efficient bank. The hands, we will gladly assume full responsibility & 
reason is simple—lack of centralized files. for bringing about efficient and economical 
The remedy is equally simple. Call in the operation ot your filing requirements. We 
Bank Service Department of Library Bureau. usually revolutionize results but we seldom 
We have planned, departmentized and cen- revolutionize equipment or personnel. 
tralized filing departments in banks And all without disturbing your 
and trust companies throughout the a champeta regular office routine in the least. 
world. 1. Bank card record systems 


A request to the nearest of our 
2. Bank filing systems : 
To many of these banks central- || 3. Equipment, wood and 54 branch offices will bring a 
ized filing departments have brought «: taaiiiianiaiiied thoroughly trained and widely 
space economies ranging upwards || s. Specially-trained bank || experienced L. B. bank represen- 


lesmer: 
of 30%; and frequently reduced by |} ¢ special bank services tative to discuss your specific prob- 
10%, 20% and even 30% the g(inalvsis Indexing, lems without any obligation on 
number of file clerks required. your part. Consult your phone book. 


Home Office: 230 Albany St., Cambridge, Mass. Salesrooms: 54 principal cities of the United States, France 
and England. Factories: Cambridge, New York, Chicago, Ilion, N. Y., New Orleans, and London, Eng. 


Library Bureau 


Founded 1876 


FILING SYSTEMS FOR EVERY BANK NEED 


BANKERS 
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works without Rey 


Here the top cover is 
placed upside down on a 
the posts, reversing the 

lock action. You can ham- 
mer as hardas you please, 
on this locking bar, with 
no effect, whatever. This 
lock can't slip. 


You can’t budge it when it’s 
locked. You can’t pry the 
cover up, even a hairbreadth. 
Its ball-bearing locking cones 
can’t let go, until you release 
their grip with the thumb 
levers. 


No need to gst the top cover 
level for locking. Even when 
stuffed on one sidewith post- 
ing media, No, 983 will 
lock snug and tight on its 
contents. The covers of a key- 
locked binder have to be prac- 
tically level to stay locked. 


No fussing with keys, wing-nuts, or other devices. 


983 has proved itself trustworthy and practical, for 
pen and machine bookkeeping. 


You can see for yourself how well it is made; how it 
will save time and money in your office. We'll lay one 
on your desk for your personal inspection—no obliga- 
tion, of course. Just send the coupon. 


Over 30 years ago, Baker-Vawter patented and sold 
the first loose-leaf binder. Today, we make a lot of them 
for every record use; every binder designed to fit its job. 
And Baker-Vawter materials and workmanship ensure 
real economy. Some of our earliest are still in use. 


Ask to see the Baker-Vawter man. He can be of real 
help to you. Our products are sold direct; not through 
stores. 


BAKER-VAWTER COMPANY 


Loose Leaf Binders . Printed Record Forms and Systems 
Filing Cabinets Unit Files Storage Units 


We serve and sell direct - Offices in 55 cities - One is near you 


rO YOU ('ERHEAD AND MAIL 
Baker-Vawter Co. 
| Benton Harbor, Mich. | 
[JI would like to examine say i 
Binder.” I understand this places | 
[ Pl “ 
| | Please —_ folder, “A Demonstration of Binder No. 9-8.3,” | 
H-9 Mr. | 
— 


Pressure on the two handy thumb-levers in- 
stantly releases the ball-bearing locking cones 
—one on each post. Just that quick, you can 
raise (or remove) the cover for the insertion 
or removal of leaves, Easy; fast; no key to 
bother with. 


Many concerns use these pointed posts regu- 
larly for machine bookkeeping, where the cover 
has to be easily removed for posting. Other- 
wise the posts are fitted with rubberball caps, 
shown in next illustration. 


You don’t need to remove the cover to insert 
or withdraw a leaf. But you do want the cov- 
ers to stay open while you’re doing it. 

These covers do! Two little spring-ball 
latches, in the posts, hold the covers open until 
you're ready to close and lock them. 


Then, to lock the binder, give the top cover 
a little shove. It will slide down the posts, 
find its own level on the leaves, and lock, 
automatically; tighter and more positively 
than any binder you've ever seen, Again—no 
key to bother with. It locks itself. 
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